THE NEED FOR AGREEMENT ON A UNIFORM BASIS 
OF INVENTORY VALUATION 


H. T. McAnly 


A CORPORATE INSURANCE CHECK LIST 
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EXECUTIVE INVENTORY CONTROL 


Part III of a three-part article on 
Planned Executive Development 
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We would welcome the opportunityto | Withoutexpense or obligation on your 
assist youinthedevelopmentofappro- _ part, we would study your personnel 
priate provisions for a retirement data and submit a report including 


or other employee benefit program. cost estimates for variant provisions. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Pension Trust Division 


11 Broad Street, New York 15 : Telephone HAnover 2-9800 
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EXAMINATION 


IAS offers to qualified 
accountants a C, P. A. 
Coaching Course which 
has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, imme. 
A Correspondence School Since 1903 


lag 209 WEST JACKSON BOULEVARD 
ILLINOIS 


CHICAGO 6, 





Guaranty Trust Company 


of New York 


140 BROADWAY 
ST MADISON AVE 


ER PLAZA AT SOth ST 


AT 60th ST 
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Condensed Statement of Condition, June 30, 1951 
RESOURCES 


Cash on Hand, in Federal Reserve Bank, and Due 


from Banks and Bankers . . 
U. S. Government Obligations 
Loans and Bills Purchased 
Public Securities . 

Stock of Federal Reserve Bank 
Other Securities and Obligations 
Credits Granted on Acceptances 
Accrued Interest and Accounts 

Receivable . 

Real Estate Bonds and ieeieains 
Bank Premises 
Other Real Estate = 

Total Resources 


LIABILITIES 


Capital ° 
Surplus Fund 
Undivided Profits 
Total Capital Funds 
Deposits 
Foreign Funds ever oa 


Acceptances . . - « $ 19,250,559.22 


Less: Own Aesmpennien Held for 
Investment er ern ee 


Dividend Payable July 16, 1951 
Items in Transit with Foreign 
Branches 
Accounts Payable, Renee fae 
Expenses, Taxes, etc. 
Total Liabilities 


- $ 84,653,129.86 
9,000,000.00 
32,009,763.84 
15,107,345.26 


7,453,977.47 
19,582,361.19 


- $100,000,000.00 
200,000,000.00 
77,110,235.25 


3,029,169.49 
6,221,389.73 
3,000,000.00 

250,991.21 


61,183,026.36 


657,87 3,094.08 
1,002,542,314.87 
1,262,061,786.33 


167,806,577.62 

5,002,929.63 
e 16,379.99 
. $3,095,303,082.52 
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- $ 377,110,235.25 
2,635,312,439.97 
225,000.00 
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82,655,407.30 
+ $3,095,303,082.52 
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TRANSIT AND TROLLEYS 


Clang, clang signalled 
the conductor. The motor- 
man turned the control 
handle and off we jerked. 

Best of all, as we recall 
our childhood days, were 
the long runs when the mo- 
torman let ‘er rip with the 
control wide open. The 

trolley seemed about to jump the track. 
But it didn’t. For the motorman, seemingly 
casual, controlled its speed. 

If you have ever tried to operate a trolley 
car (or an old-fashioned elevator) you will 
appreciate that there is more to this than 
meets the eye. 


* * * 


Control of speed is one essential of pub- 
lic transit. We became aware of other 
needed controls when we read a recent ar- 
ticle by Graeme Reid on “Zone Fares for 
Passenger Transit.” As a mere one who 
“waits for a bus,” THE CONTROLLER pre- 
tends to be no authority in the field of 
transit. Yet, it seemed to us that the pith of 
Mr. Reid's analysis pointed to the need for 
over-all controls in the transit industry. It 
is pleasant to recall boyhood rides. The 
dear old nickel is a fair topic for anecdot- 
age. But the problem of moving masses of 
people is a serious one that will not lessen 
through inertia. 

Mechanically, underground _ transit 
seems to be the answer. If the subway 
riders of New York, London and Paris 
have any sentimental regard for such trans- 
portation, it finds no expression in song or 
story. A friend who knows, tells us that no 
subway yet built has paid its way. None the 
less, continued subway construction seems 
imperative. Considering the many facets of 
the problem on a summer day gives us the 
feeling of Stephen Leacock’s hero who 
“mounted his horse and rode off in all di- 
rections at once.” 

* * * 

Frankly, when the weather's warm and 
sunny, we'd much rather sneak over to 
Branford, Connecticut’s museum for a ride 
on a trolley of ancient vintage than to grap- 
ple with serious problems. 

But we know that, some day, the prob- 
lem of municipal and interurban transit 
must be faced without emotion—and solu- 
tions found that encompass the realities of 
the situation. 

When this day arrives, we predict that 
the controller will be an important factor 
in creating and operating practical plans. 

You can count upon THE CONTROLLER 
to report any developments along these 
lines. 
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These tiny holes can save 
you from serious loss 


To strengthen internal controls 


You need not change present sys- 
tems. More and more, controllers 
are relying on CUMMINS 300 Elec- 
tric Perforator because only with 
perforation can the invoice and all 
supporting papers be canceled in 
one motion. No skipping, no alter- 
ing, no eradication. Remember, “you 
can't erase a hole.” CUMMINS per- 
foration can strengthen many of 
your internal controls—without alter- 
ing present methods or forms. 101 
protective uses. 


IN BUSINESS AND BANKS SINCE 1887 
ORIGINATORS OF PERFORATORS 


Cummins 


Cummins-Chicago Corp., Chicago 40, Illinois 
See your Cummins man today. Mail this coupon 
Cummins-Chicago C jon 
Chicago 40, Ill., Dept. CM- 851 
Simply clip to your letterhead and mail. 
CD Pleese send me details on free, confidential 
survey of our internal controls. 
} Literature on perforators. [) On check signers. 
Name 
Title 


Company 


Address 














GROSS OR NET FIGURES? 
Editors, THE CONTROLLER: 

Please send us a couple of blank copies 
of the Turnover Analysis Charts as offered 
in the June issue of THE CONTROLLER. 

The article, “Ever Try a Turnover 
Analysis?” by Edwin J. Rock (p. 268), 
evoked considerable interest in our depart- 
ment particularly in view of the fact that 
we are currently in the throes of computing 
the return on our operating divisions. 

There is just one point on which we are 
not entirely clear: Are the fixed asset fig- 
ures as used here gross or net ? 

Thank you for this service. 


A. RICHARD MOLNAR 
General Foods Corporation 
New York 


"Did we trim 
payroll 
production costs! 


We had no idea it costs us so much 
to have our office clerks figure the 
payroll until we did a little calculat- 
ing of our own! 


“We were running heavy on over- 

time, and Joe constantly had to break 

in new girls, too. 

“That headache’s a thing of the past 
now that the Recording and Statis- 


tical Corp. turns out our payroll fig- 
ures on their special high-speed tabu- 


RECORDING 


100 Sixth Avenue 


N- DETROIT 


Upon inquiry, Mr. Rock states: 

"The usual procedure is to figure that 
the balance sheet net worth is the stockhold- 
ers’ investment on which the turnover is to 
be computed. It follows automatically then 
that fixed assets are taken at net depreci- 
ated value. 

"The chart can be used just as easily if 
the concept of investment is something dif- 
ferent from the above. For instance, if you 
wanted to figure turnover on stockholders’ 
“original investment,” all depreciation since 
the beginning might be added back to book 
net worth. This would not necessarily pro- 
duce the original investment figure, al- 
though in some cases it might. 

“When you get into something other than 
book value, you are confronted with the old 
questions of how closely does book depre- 


lating machines. They provide us 
with complicated payroll registers 
and other payroll data—even com- 
pleted W-2 forms!” 


SEND FOR FREE BROCHURE NOW 


Find out more about this remarkable 
service that pares today's high cost 
of overhead. (We will tabulate your 
sales, inventories, prices, costs, etc. 
for you, too!) Why not call or write 
now? 


& STATISTICAL CORP. 


MONTREA 


New York 13, NY 


TORONT 


ciation represent reality, how much of the 
original investment was really gone at a 
certain date, how much was just bookkeep- 
ing, how were values affected by mergers 
and reorganizations, how much has been 
offset by appreciation and inflation and so 
on. 

“We have used this identical chart in 
forecasting the probable return on a con- 
templated investment, basing the total in- 
vestment and all that made it up on ap- 
praisals and proposed purchase price. 

"I hope this will be helpful.” 

—The Editors 


OLD CONTROLLERS NEVER DIE... . 
Editors, THE CONTROLLER: 

You may be interested in the follow- 
ing clipping from the June 4th issue of 
the St. Louis Globe-Democrat: 

“General MacArthur's ‘Old Soldiers’ 
line keeps bobbing up in one version and 
another. The National Retail Dry Goods 
Association Controllers Congress, at its 
51st Convention, put it this way: ‘Old 
controllers never die . . . they just slip 
quietly away into their calculating ma- 
chines’.” 


HENRY F. CHADEAYNE 

Comptroller 

General American Life Insurance Com- 
pany 

St. Louis, Missouri 


TOPS! 

Editors, THE CONTROLLER: 
Congratulations on Edward J. Web- 

ster’s article “The Frauds of Commu- 

nism.’ I think this is the best article 

you've had in THE CoNTROLLER in the 

last 10 years! 


PAUL S. FERGUSON 
Stonington, Conn. 


We agree completely with reader Fer- 
guson’s appraisal of Dr. Webster's article. 
We also recommend that our readers not 
overlook the article by Frederic M. Hadley 
in our April 1951 issue on “Adam Smith's 
Free Trade vs Karl Marx’s Communism.” 

—The Editors 


MAINTENANCE ARTICLE TIMELY 
Editors, THE CONTROLLER: 

Mr. Bartlett’s article in the May issue of 
THE CONTROLLER, ‘What Does Mainte- 
nance Cost and What Can You Do About 
It?” came at a time when I was giving con- 
siderable study to the maintenance costs of 
our company. I therefore should like very 
much to avail myself of his very kind offer 
to give the figures for our particular indus- 
try. 

The petroleum industry is, of course, 
made up of several industries in one, 
namely: 

1. Exploration, development and _pro- 
duction of crude oil. 
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Tiwll CCH TOPICAL LAW REPORTS 





(GOVERNMENT CONTRACT REPORTS / 





SPANNING the whole world of government contracts questions, the swift 
regular releases of CCH's Government Contracts Reports hurry to subscribers 
details of all new developments concerning:—Procurement, with its Bids, Con- 
tract Clauses, Labor Requirements, Contract Regulations—Settlement, with its 
Performance Costs, Price Adjustments, Payments, Supporting Vouchers, Appeal 
Procedures, Judicial Review—Modification, whether by Supplemental Agree- 
ment, or Change Orders, or ‘‘Extras'’ Orders—Cancellations—Profit Limita- 
tions—Renegotiation—Termination—Emergency Amortization. 

What's more, everything is explained, organized, coordinated to give 
you always the very latest, complete picture of what's what in this field—to 
give you the facts and information you need, when you need them, in handling 
government contracts law puzzlers. 








LABOR LAW REPORTS 





Is it wage stabilization? Is it labor relations law? Wages and hours? 


Or any other angle of the law regulating employer-employee-union relations? 
Then it is reported at once—fully, accurately, helpfully—in CCH's vigilant 
Labor Law Reports. For informative weekly issues encompass the whole worka- 
day world of statutes, regulations, rulings, court and administrative decisions, 
forms, instructions, and the like, concerning the important federal and state 
regulation of labor relations and wages and hours problems. 

Included are detailed explanations of emerging developments under the 
Taft-Hartley Act, National Labor Relations Act, Fair Labor Standards Act, 
Railway Labor Act, veterans’ reemployment rights, anti-discrimination laws, 
government contracts law relating to labor, anti-injunction laws, and state 


labor relations and wage-hour laws, among others. 
Full and complete coverage is provided for the new wage stabilization 
provisions authorized under the Defense Production Act of 1950. 














COMMERCE. at Zante h. we bgern at ses! AS AAA a? 


oo TOPICAL AW REPCORATS 


cH 


214 N. aticeneare Ave. 522 Firtn Ave. 1329 E STREET, N. W. 


DesiGNeD specifically for the man concerned with the complex prob- 
lems involving federal and state antitrust enforcement and regulation of trade 
and business practices! The regular, biweekly releases of CCH’s Trade Regu- 
lation Reports dispatch to subscribers ‘the last word'’ on the Federal Trade 
Commission Act, Sherman and Clayton Antitrust Laws, Robinson-Patman Price 
Discrimination Act, state fair trade acts, state antitrust laws and other per- 
tinent trade regulatory laws—federal and state. 

Court decisions interpreting these Acts, rulings of the Federal Trade 
Commission, and its rules of practice and procedure are faithfully reported. 
Trade Practice Conference Rules are reproduced in full text. 

In short, as a subscriber, you always know the what's what and why of 
all relevant changes and new developments—as they break. 


Write for complete details on these and other fields of interest. 
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2. Manufacture from crude oil of vari- 
ous finished petroleum products—gaso- 
line, kerosene, lubricating oil, etc. 

3. Transportation of crude oil and re- 
fined products via pipe lines, tankers, tank 
cars and over-the-road transports. 

4. Marketing of refined products 
through terminals, wholesale bulk plants, 
and service stations. 

I do not know whether Mr. Bartlett has 
broken our industry down into these vari- 
ous functions or whether his figures are 
over-all for the integrated company. What- 
ever he may be able to present, I assure you, 
will be most gratefully received and stud- 
ied by our organization; and at this time, I 
want to express appreciation for his very 
kind offer to supply these data. 


G. T. BoDMAN 

Assistant Controller 
Continental Oil Company 
Ponca City, Oklahoma 


“SUPERB JOB” 
Editors, THE CONTROLLER: 

Permit me at this late date to extend 
my congratulations and thanks for the 
superb job Mr. Secord did in his article, 
“Simplified Bookkeeping Promotes Of- 
fice Economy,” which appeared in the 
December 1950 issue of THE CoNTROL- 
LER. 


He awakened us to a new concept of 
what our equipment could do. It took us 
a while to accept his ideas—and still 
longer to work them out—but the re- 
sults are now very gratifying. Again, 
many thanks for sharing his findings 
with us, 


Car E. NELSON 
Assistant Tfeasurer 
Brigham’s, Inc. 
Cambridge, Mass. 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 


requested). The Editors 





OUR READERS RESPOND 
Editors, THE CONTROLLER: 

Thank you for the splendid job you 
did in presenting my book, “Graphic 
Profit Analysis and the Break-Even 
Point” in the May issue of THE Con- 
TROLLER. 

Although THE CONTROLLER has been 
out for only a week, the response has 





of overhead. 





A Timely Yse 
FOR 23c DOLLARS! 


e@ Companies subject to 77% excess profits tax are ad- 
vised by tax experts to allocate cheap dollars to non- 
recurring projects such as surveys of important items 


We suggest as such a project the Survey and Audit 
of your Company's Insurance Program. This will as- 
sure your Directors that adequate insurance is being 
carried and at proper cost. 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
111 FULTON STREET, NEW YORK 38 








been most gratifying. I am truly grateful 
for the send-off you have given my book. 


A. F, PILLSBURY 
3420 Ulloa Street 
San Francisco, California 


SHARES AND SHARING 
Editors, THE CONTROLLER: 

Over the years I have noticed articles 
in THE CONTROLLER on stock purchase 
plans, stock option plans and profit shar- 
ing _ Since we are currently inter- 
ested in investigating such plans I shall 
appreciate it if you will let me know in 
which issues such articlés may have ap- 
peared. S. 


Among recent articles in this field we 
have published: "Profit Sharing Held Bene- 
fit to All” and "Pension and Profit Sharing 
Plans Pay” (July 1949) and “Current Con- 
fusion About Pension and Profit Sharing 
Plans” (February 1950). 

—The Editors 


HAD YOUR GOBBLEDYGOOK TODAY? 
Editors, THE CONTROLLER: 

Now that we are accustoming ourselves 
to doing in the early 1950's what we ac- 
customed ourselves to do in the early 
1940's, it appears timely to bring to light 
the following Glossary of Gobbledygook : 


PROGRAM—Any assignment that can't be 
completed by one telephone call. 

STATUS QUO—The mess we're in. 
ExPEDITE—To confound confusion with 
commotion. 

EFFICIENCY EXPERT—The guy who trains 
expediters. 

LIAISON OFFICER—A person who talks 
well and listens better, but who has no au- 
thority to make a definite statement. 
ACTIVATE—To make carbons and add 
more names to memorandum. 
CHANNELS—The trail left by an interof- 
fice memorandum. 

UNDER CONSIDERATION—Never heard of 
it. 

UNDER ACTIVE CONSIDERATION—We' re 
looking in the files for it. 

IN TRANSMITTAL—We're sending it to 
you because we're tired of holding the bag. 
FURTHER SUBSTANTIATING DATA NECES- 
sARY—We've lost your stuff, send it again. 
CONFERENCE—A place where conversa- 
tion is substituted for the dreariness of la- 
bor and the loneliness of thought. 
CLARIFICATION—To fill in the background 
so detailed that the foreground must go un- 
derground. 

MODIFICATION OF PoLicy—A complete 
reversal which nobody admits. 
SYNTHESIS—A compounding of detailed 
bewilderment into a vast and comfortable 
confusion which offends none. H. P. 
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1 { “That trunk will 
be 50¢ extra!” 


Behemoth or business, cumbersome figures frequently lead to 
swollen overhead. In business, however, there’s no need 
for figures to become a burden. Ever! No, sir! Not with the wide choice 
: of fast, figure-hungry Monroes to choose from... and every Monroe 
made to meet your specific figuring or accounting needs. We said a trunkful! 


And you don’t need to be an elephant to remember it! 


3 
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Monroe CALCULATING Machine Monroe ADDING Machine Monroe ACCOUNTING Machine 
NEW MODEL CSA! The very latest type RHYTHM-ADD! Operotors rave about the VERSATILE! A multi-purpose bookkeeper 
fully automatic has just the features re- effortless speed of Rhythm-odd, give that handles several kinds of jobs. Like 
quired for the economical handling of credit to Monroe design, “Velvet Touch” all Monroes, its “Velvet Touch” is one 
all your general business figure work. keyboard, and glareless cushion-top keys. reason operators who know prefer Monroe. 
Every Monroe is sold only through M db hes; serviced by Monroe's factory-trained organization. 





M O N RO E MACHINES FOR BUSINESS 


Monroe Calculating Machine Company, Inc., General Offices, Orange, N. J. 





More Arithmetic from Socialism 


Socialism costs a country heavily in manpower if we can 
believe the analysis printed in the March 1951 issue of The 
Director, a British business journal. The summary of the 
discussion in tabular form is largely self-explanatory and 
needs to be read against the single background figure that 
the estimated labor force of Great Britain (population of 
working age) is 23 million. 


Equivalent 
LOSSES OF THE PRODUCTIVE WORKING Millions 
FORCE COMPARED WITH 1938 of Workers 
Increased numbers of clerks and other indirect 
labour caused by nationalization, additional 
government controls and inflation 
Higher rate of over-all absenteeism 
Reduced hours of work 
Raising of the school-leaving age and the in- 
creased number of students 
Increased numbers in the Civil Service and local 
government service (non-industrial ) 
Increased length of holidays 
Earlier post-war marriages and the million extra 
children under age six to be cared for, requiring 
the time of younger women numbering, say. . . 
Increased numbers in the armed forces 
Increased number of black marketeers, ‘spivs’ and 
criminals 
Interference with working hours due to shopping 
and other problems arising from shortages; 
hidden unemployment due to shortages of 
many kinds much understated at 
Increased canteen staff personnel 


Total loss in labour potential—say— 


GAINS 

Less unemployment 

More people of working age 

More women between 35 and 55 in insured em- 
ployment... 


Total gain in labour potential—say— 
Therefore net loss—say— 
Quoting further from this British report we find that 


the “railways are far slower than before the war. Mails are 
late. Consequently we over-use the telephone. We have end- 
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less staffs chasing materials. We carry ten million more tons 
of stone and dirt from our mines to our boilers and fires. We 
carry ten million more tons of ash away again to our dumps. 
We buy extra equipment for our boilers so that we can burn 
coal or alternatively oil or gas. We provide standby plant 
because we can trust no nationalized monopoly supply. We 
import coal and simultaneously export it. All this consumes 
labour. Readers can add many other similar instances.” 


Comments Picked Up from Government 
and Business Observers on a Recent Trip 


Regardless of what they do for political reasons, the 
Treasury men and Congressional committees know that the 
incomes between $2,500 and $10,000 per year are the only 
area where any substantial amount of additional tax can be 
obtained through personal income taxes. 


Current studies by the Treasury and outside organizations 
indicate there is much more “unreported” income in the 
income groups rated at less than $2,000 per year than had 
previously been believed. Taxation of this bracket relative to 
real income is higher than the arithmetic has shown—es- 
pecially among farmers, domestic workers and itinerant 
laborers. 


Predicted Federal Deficits—$3.5 billion in the coming 
year, $18 billion in fiscal 1953. 


Government Does It the Hard Way 


It costs money for any large organization to make a pur- 
chase and carry through the necessary paper work, but un- 
doubtedly the Federal Government has the “All-American” 
and perhaps the ‘International’ championship. Recently we 
received a purchase order for two copies of THE CONTROL- 
LER magazine to be used by one of Uncle Sam's agencies— 
cost $1.00. The purchase order reaching us was obviously 
one copy of a large manifold. It carried seven digit figures 
describing the appropriation, the method of purchase and 
several other classifications. These, with other necessary in- 
formation on the form, must have taken 50¢ worth of any 
clerk's time to compile—without any allowance for the cost 
of handling and filing all the other copies. 

The purchase order requires we invoice the Government 
in triplicate, and the forms are furnished. The backs of both 
sets of forms are covered with fine print “details of instruc- 
tions” which would cost us a considerable amount to read. 
Finally the Federal Government will have to do something 
with all three copies of the invoice when they receive them. 

Next will come payment which will entail quite a lot of 
handling and approving. All in all, we doubt whether the 
Government will spend less than $3.00 or $4.00 obtaining 
$1.00 worth of magazines. 

Is there any hope that the Government might consider 
gearing the yardage of red tape to the size of the purchase? 
If so, they might be able to obtain excellent advice. The Na- 
tional Association of Purchasing Agents and Controllers 
Institute, together or severally, could suggest a number of 
short cuts. 

—WALTER MITCHELL, JR. 








) How to put a filing cabinet 


/ in a strongbox 





Sound like magic? It is magic-—-the modern magic of Burroughs 
Microfilming. With this modern way of keeping vital business 
records you reduce your filing space requirements by as much as 
99%. All the documents that would fill an average 3-drawer filing 
cabinet can be photographed on one small roll of microfilm. 
No need to tie up valuable space . . . records are easily protected, 
and available for reference at a moment’s notice. 




























Call or write your nearest Burroughs office and ask for complete 

information on how Burroughs Microfilming is helping American 

business get things done . . . how it can save you time, money and 

space—insure safekeeping for your valuable business = 

records. Burroughs Adding Machine Company, 

Detroit 32, Michigan. : 


FREE —a valuable booklet of information entitled, 
“Safeguarding Vital Records.” Write today for your copy. 
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Modern microfilm equipment built by Bell & 
Howell, and sold by Burroughs, is the finest 
obtainable. It reflects Bell & Howell's acknowl- 

ed leadership in the field of precision iastru- 
ments for fine photography. 
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A TYPICAL REMINGTON RAND PUNCHED-CARD INSTALLATION 


4 


cost accounting 
Just ONE Punched Card for payroll plus labor distribution 


quality control 


This one punched card—used as the basic entry —_ Free Payroll Folder (TM598A) 
illustrates several different 
punched-card methods for 
handling cash or check payroll 
ciency and hold down rework and spoilage costs! —_. ... easily, economically. Phone 
: our nearest office or write Man- 


. if : ‘lati £ Cost fi 1 agement Controls Reference 
. > atin ¢ . st Fos wee < , 
is used for automatic compuation o Jost hgures anc Library, Room 1281, 315 


in their payroll system—enables the Greenfield Tap 
and Die Corporation to control production effi- 


The same basic card that prepares their payroll 


Labor Distribution. Inspection rejection records are — Fourth Avenue, New York 10, 
available to management daily; as a result, pre- New York. 
ventive measures may be taken during production 
rather than after completion of jobs. 
This is just one example of how you can cash in 
on the multiple-use potential of Remiagton Rand 
Punched-Card Machines. Your clerical saving on 
payroll alone may very well pay for the many extra 
facts, figures and summaries your business needs 
to cope with current conditions, Ask our local office 
about new “Use-Purchase Plan’—the best and most 
liberal punched-card offer ever made—bar none! ; 5s Remingron Rand Ine. 











The Need For Agreement on a Uniform Basis of 


Inventory Valuation 


HA. 7. McAnly 


Cy" OF THE PRIMARY OBJECTIVES of 
accounting is that of reporting profits 
on a strictly factual basis. Sound financial 
reporting is an obligation to stockholders, 
to government, to employes, and to the 
general public. 

If we are going to succeed in this objec- 
tive there must, first of all, be some mutual 
understanding and agreement as to what 
constitutes profit. It would seem obvious 
that if there are various methods by which 
profit can be computed, and each method 
results in a different answer depending 
upon which one is used, profit reporting 
can hardly be considered as factual. 


LIFO AND FIFO 


And yet, that is exactly the situation we 
face today because of the use of two dif- 
ferent basic methods of inventory valuation 
and their effect upon reported profits. 
These two basic methods of inventory 
valuation deal with opposite orders of 
pricing. 

The ‘‘first-in, first-out’’ (FIFO) method 
results in the inventory being valued at the 
latest cost price levels since it assumes that 
the cost price levels covering the items first 
acquired are those first shipped out as cost 
of sales. 

The “‘last-in, first-out’’ (LIFO) method 
results in the inventory being valued at the 
beginning of the period inventory cost 
levels, to the extent that the ending quan- 
tity equals the beginning quantity, and 
prices only the increase in ending quantity 
over the beginning quantity at current cost 
levels. 

Thus the last-in, first-out method con- 
strues the latest values purchased or pro- 
duced as being the first values to be shipped 
out essentially matching current costs 
against current sales. The added invest- 
ment required to maintain the same quan- 
tity of inventory is currently charged to 
cost of sales. It is not added to the inven- 
tory value for profit determination pur- 

ses and thus no increase in proft is 
eas about by increasing the carrying 
value of the necessary continuous inv<st- 
ment in inventory when prices and wage 
levels are rising. 


The results obtained from these meth- 
ods may differ widely from year to year, 
but, nevertheless, both methods are pres- 
ently acceptable for corporate and taxable 
income determination, provided they are 
consistently followed. 

Any taxpayer who has been following 
the first-in, first-out principle can elect to 
adopt the last-in, first-out principle. After 
making this election, for tax purposes, he 
cannot again return to the first-in, first-out 
principle without approval of the Commis- 
sioner of Internal Revenue. 

Those taxpayers who follow the first-in, 
first-out costing method may also use mar- 
ket prices, if they are Jower than current 
cost, in the inventory valuation ; however, 
taxpayers operating under the last-in, first- 
out method, are not permitted under the 
present statute, to use current market prices 
even though such prices are lower than the 
cost computed under the last-in, first-out 
order of pricing in the determination of 
taxable income. 


PRESENT REQUIREMENT 


While the present statute requires that a 
taxpayer using LIFO must follow it also in 
connection with published corporate in- 
come determination, the taxpayer is not 
prohibited from setting up a reserve to 
meet lower market prices at the inventory 
date; however, the amount of such a re- 
serve is not permitted, under the present 
statute, as a tax deduction. 





H. T. McANLY, associated with Ernst & Ernst for 31 years, 
as general partner directs the firm’s nation-wide activities 
in the field of cost accounting, budgeting, industrial engi- 
neering, and management consulting. His sponsoring of 
the broad extension of the LIFO principle of inventory 
pricing is well known. As early as 1941, he developed an 
acceptable dollar value method application of LIFO which 
was used by many industrial companies, retailers and 
wholesalers who were otherwise precluded from adopting 
LIFO method due to the complexity of their inventories. 


THE COMTROULER............... 


LIFO with simple equitable tax-law 
revision provides the solution 


LIFO came into being as an acceptable tax 
provision on a limited basis in 1938 and 
the privilege of its use was extended to all 
taxpayers in 1939. Thus it was conceived 
at a time that has proven to be the begin- 
ning of an inflationary trend which has not 
yet run its course. Companies which 
adopted LIFO in the early 40’s have little 
cause presently to be concerned that their 
beginning cost price level may prove to be 
too high a cost floor for income tax deter- 
mination if prices decline severely at some 
future time. 

However, this cost restriction, with no 
relief afforded should prices decline below 
the cost level at the time of LIFO adoption, 
represents an obstacle in the form of a pos- 
sible future tax disadvantage to those tax- 
payers who were not in a position to adopt 
LIFO in the early 40's due to their nonexist- 
ence, or due perhaps, to the lack of under- 
standing as to its broad possible use, which 
resulted from the restrictive interpretation 
of this statute contained in the income tax 
rulings and regulations at that time. 

LIFO tends to eliminate one of the great 
est speculative features in business. We 
have but to recall the hundreds of millions 
of inventory write-downs in 1920 to realize 
its seriousness. It reduces substantially the 
peaks and valleys of reflected earnings to 
which business has long been subjected. 
There is only one purpose which should 
govern the adoption of LIFo and that is to 
more clearly reflect factual income. 
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TREND TO LiFO 


During the past decade, there has been 
an increasing trend toward the adoption of 
LIFO, particularly as confusion, relative to 
practicable mechanics of its application, 
has been cleared and the soundness of the 
method has been demonstrated. Since ac- 
ceptable practical mechanics now exist for 
applying this order of pricing to inven- 
tories of all kinds, and since it has come to 
be generally recognized as a sound pro- 
cedure for correctly reflecting factual in- 
come, it would seem that the time has ar- 
rived to establish LIFO accounting-wise as 
the universal method of the order of pric- 
ing inventories in the determination of in- 
come. 

Arguments can be advanced, of course, 
that as long as the method in use is dis- 
closed, the resultant earnings are factual 
on whatever basis is being used. Unfortu- 
nately, a great many persons who interpret 
published financial reports do not have a 
clear understanding of the effect upon 
earnings of the two methods and as a re- 
sult, a wide state of confusion now exists 
in the interpretation of published figures 
relating to income. 

Although the soundness of the LIFO 
principle of inventory pricing is now gen- 
erally recognized as a means of more clearly 
reflecting income, there are some objec- 
tions to the fact that it understates the bal- 
ance sheet value of the inventory. This ob- 
jection can be easily overcome by stating 
the inventory on a current basis in the bal- 
ance sheet and carrying a reserve for the 
difference between such current value and 


LIFO value as a “Reserve to Prevent Im- 
pairment of Capital Covering Inventory 
Cost Increase.” 

While I believe industry generally rec- 
ognizes that profits reported under the 
LIFO method are more factual, the require- 
ment that the cost price level at the begin- 
ning of the year of adoption becomes a 
floor for all future income tax determina- 
tions, undoubtedly makes many companies 
today hesitate to adopt the method at pres- 
ent cost levels. Thus, the inflation of profits 
and inventories is continued with amounts 
which represent only the increased cost re- 
quired to carry the same aggregate quan- 
tity of inventory. 

Many companies are very likely to de- 
lay the adoption of LIFO awaiting some 
future time when cost price levels may 
reach a lower point and, in the meantime, 
the overstatement of inventories and profits 
and the confusion in the comparison of 
reported profits will continue to exist. 


TAX ANGLES 


While it is possible to adopt LIFO cor- 
porate-wise, in order to report profits on a 
more factual basis, and defer its adoption 
tax-wise until cost prices recede to a more 
favorable level, this method in itself serves 
to add to the general confusion due to the 
computation of income taxes on a basis 
different from that used in financial report- 
ing. 

In reality, in a period of rising prices, the 
excess of taxes paid on a FIFO basis, over 


LIFO AMENDMENT NOW BEFORE SENATE FINANCE 
COMMITTEE 


In his article, ‘The Need for Agreement on a Uniform 


Basis of Inventory Valuation,’ 


which appears in this issue, 


Mr. H. T. McAnly points out the need for an amendment 
to the LIFO provisions of the Internal Revenue Code to 
permit adjustment of the LIFO cost basis if prices in the 
future decline below the beginning level. 

Such an amendment was submitted by the American Cot- 
ton Manufacturers’ Institute on July 16, 1951, in open hear- 
ings before the Senate Finance Committee on the new Tax 
Bill (H.R. 4473). The printed record of these hearings also 
contains a statement by Mr. McAnly urging early adoption 
of the amendment to remove the present hesitancy in adopt- 
ing LIFO so as to prevent further inflation of profits if price 


levels continue to increase. 


Any of our readers, whose companies have already adopted 
LIFO or would do so if the protection the proposed amend- 
ment would give were available, can assist materially by 
writing promptly to members of the Senate Finance Com- 
mittee and to their own Senate and House members. 


THE CONTROLLER 


AUGUST 1951 





348 


those deductible from income computation 
on a LIFO basis, becomes a deferred charge 
to be absorbed against operations when 
prices decline. 

If prices do not decline to an extent 
equal to the increases in _— which oc- 
curred when this deferred charge was set 
up, it occupies a more or less permanent 
position on the balance sheet and in effect, 
could be construed as representing a confis- 
cation of capital. On the other hand, if this 
difference in tax is not deferred but de- 
ducted from the reported corporate earn- 
ings computed on a LIFO basis, it operates 
to raise the effective tax rate on those earn- 
ings. 

It has often been said that taxable in- 
come is not necessarily true income for a 
specific accounting period and this thought 
is substantiated in the tax law itself by the 
carry-back and carry-over loss provisions. 
Regardless of this, however, taxable in- 
come is rather generally recognized as the 
true income by those who interpret corpo- 
rate figures as a guide for wage demands, 
price controls, profits subject to renegotia- 
tion, etc. Thus little appears to be gained 
by adopting LIFO corporate-wise and de- 
ferring its adoption tax-wise since those 
who wish to do so merely add back to the 
correctly reported profits, the amounts 
which were not allowed as deductions from 
taxable income. 

Although the soundness of LiFo cannot 
be successfully challenged, executives can 
hardly be blamed for deferring its adop- 
tion tax-wise when, in their opinion, all or 
portions of their inventories may be stated 
at abnormally high cost levels even though 
the price trend during the year has been 
upward. Certainly such industrial leaders 
cannot be severely criticized for not adopt- 
ing LIFO corporate-wise when the resultant 
profits thus computed will be viewed by 
many persons as subject to adjustment by 
adding back inventory reserves which were 
not allowed in taxable income determina- 
tion. 


LIFO AND INVENTORY 


During the past year, many companies 
have adopted LIFO with respect to all or 
portions of their inventories for taxable 
income determination. In those cases where 
the adoption of LIFo was limited to a por- 
tion of the inventory, because of the fear 
of the possible tax penalty which could re- 
sult from drastic future price declines, 
many companies have followed the same 
partial pattern of adoption in their corpo- 
rate reporting. 

Under such conditions, their inventories 
contain portions which have been valued 
on the first-in, first-out order of pricing 
and portions which have been valued on 
the last-in, first-out order of pricing—two 
methods of principle which are the reverse 
of each other. The resultant profit is sup- 
posed to be factual. 

If the last-in, first-out order of pricing 
more clearly reflects income, it should be 


















possible to use it on all portions of an in- 
ventory. Certainly the extent of the adop- 
tion of this sound principle should not be 
based upon future consideration of a favor- 
able tax position, and yet today, the re- 
strictions in the present LIFO statute make 
it almost certain that this condition will 
govern corporate action. 

Suppose a company, at the beginning of 
the year, had an inventory valued at $2,- 
000,000. Suppose also that, during the 
year, there was rapid inflation and that the 
company ended the year with exactly the 
same aggregate quantity of inventory with 
which it began the year. Let us assume, if 
you please, that the total operating costs 
just equaled the sales so that factually the 
company made no profit out of its trading 
operations during the year but that its end- 
ing inventory (the same quantity it had at 
the beginning) rvorete in cost value 
from $2,000,000 on January 1 to $3,- 
000,000 on December 31. Under such 
circumstances, if this company were on 
LIFO, it would report zero profit and pay no 
federal income tax. But ifit were on FIFO, 
it would report a profit of $1,000,000 and 
would be required to pay income taxes on 
this amount. 

As amazing as this may seem, either 
method would be acceptable in the report- 
ing of corporate and taxable income. 

Now, think about the stockholders and 
the employes. Think about the people in 
the community where this plant is located. 
Did the company make a profit; or did it 
not ? What are the facts ? How can anybody 
believe reported profit figures, if it is 
purely optional, depending upon a method 
of inventory pep whether a company 
reports a profit of a million dollars before 
taxes, or a profit of zero? 

One might expect that the United States 
Treasury itself would be the first to en- 
courage some uniform method. Congress 
authorized the use of LIFO in 1938 and 
1939—but LIFOo tends to lessen maximum 
collection of taxes in a current inflationary 
year. It is understood fully that this could 
be offset by higher collections in a defla- 
tionary year—but under pressure of ex- 
separ government policy has always 

n to collect the greatest possible amount 
of taxes this year—now. The original inter- 
pretation by the Internal Revenue Bureau 
was extremely technical and operated to 
limit the application of LiFo. But it could 
not stifle LIFO, because LIFO is a sound 
principle of business and is rapidly grow- 
ing in stature. 


IRC CHANGE NEEDED 


From the standpoint of industry, most 
companies would, in my opinion, adopt 
LIFO today were it not for a provision of 
the Internal Revenue Code which should 
be changed and for which an amendment 
is now being prepared for submission to 
Congress. Before I discuss this provision 
and the proposed amendment, however, I 





TO DISCUSS INFLATION AT CONTROLLERS ANNUAL MEETING 


Blackstone 


MR. BLOUGH 


MR. DEAN 


HOW CONVENTIONAL ACCOUNTING CAN COPE WITH IN- 
FLATION will be discussed at the Monday afternoon session, 
October 1, of the 20th Annual Meeting of Controllers Insti- 
tute to be held at the Waldorf-Astoria, New York, from 
September 30 to October 3. The speakers, under Moderator 
ROBERT N. WALLIS, assistant treasurer of the Dennison Manu- 
facturing Company, Framingham, Mass., and a vice president 
of Controllers Institute of America, will be: 


ARTHUR HOBSON DEAN, lawyer and partner in the firm of 
Sullivan & Cromwell, New York, since 1929, as well as general 
counsel for numerous corporations and investment banking firms, 
is an internationally known writer and lecturer on financial mat- 
ters and reorganization. He was co-author, with George O. May 
and Christian E. Jarchow, of the booklet published by Control- 
lers Institute in 1950, “What Is Business Income?” 


CARMAN G. BLOUGH, director of research of the American In- 
stitute of Accountants since 1944, was the first chief accountant 
of the SEC. During World War Il, he served as director of the 
procurement policy division of the WPB and represented the 
WPB on the Price Adjustment and the Contract Termination 
Boards. A CPA in several states and once a partner of Arthur 
Andersen & Co., he has taught accounting and corporate finance 
in several universities and is on the faculty of Columbia University. 
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wish to emphasize the reasons which, in 
my — point to LIFO as the preferred 
standard practice for general adoption. 

Many of our accounting practices were 
evolved and became crystallized back in 
the days when the dollar was relatively 
stable, and when the income tax was non- 
existent or at least too small to be of con- 
sequence. Then we entered a new economic 
phase. The dollar began to go down and 
income taxes began to go up. Did we alter 
our practices to fit these new conditions ? 
No, indeed, most companies kept right 
on with the traditional first-in, first-out 
method of valuing inventory. Let's con- 
sider what this did to our economy. Let's 
go back to the period just before the last 
war, and take as an example, a man who 
ran a general store in a fair-sized town in a 
farming community. 

This storekeeper'’s inventory at the be- 
ginning of the year was, let us say, valued 


me COMPMEOLIER. ............. 


at $200,000. The quantity of inventory did 
not increase during the year, but prices 
went up 10%. The year-end value was, 
therefore, $220,000; and under the 
first-in, first-out method, that $20,000 be- 
came profit and he had to pay federal in- 
come taxes upon it. 

The storekeeper couldn't figure this out. 
The government said he had made this 
profit of $20,000 but where was the 
money ? As far as he could see, he did not 
have this additional profit ; he had no more 
money ; all he had was the same quantity 
of inventory he had started with at the be- 
ginning of the year. 

Of course, if he would sell his entire in- 
ventory, he would have a $20,000 profit. 
He would have this in dollars. But then, if 
he intended to stay in business, he would 
have to turn around and buy that same in- 
ventory back again, and that would use up 
the $20,000. As near as he could see, he 
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RE: AUDIT COMMITTEES 
What Is Your Answer to This Reader's Query? 


Editors, THE CONTROLLER: 


We would be interested in knowing the names of one or 
two companies which have audit committees on their boards 
of directors. These committees, sometimes composed of out- 
side directors, maintain contact with the companies’ Certi- 
fied Public Accountants. Controllers and treasurers are 
found among the members of these audit committees. 

Specifically, it would be helpful to us if we could obtain 
information regarding the purpose, scope and function of 
the committee, the number of members comprising the com- 
mittee, the committee's exact relationship with the com- 
pany’s public accountant, and whether or not extra compen- 
sation is, in some cases, provided for committee members. 


A READER 


Address your answers to the Managing Editor of THE CONTROLLER. 


wound up the year with a tax to pay on a 
profit he never got. 

Well, of course, he had to pay the tax 
on this profit he had never actually realized. 
This took money. So he raised his prices. 
When he raised his prices, his clerks de- 
manded and got higher salaries, so he had 
to raise his prices again. And as might be 
expected, at the end of the second year, the 
value of his inventory had gone up again. 
In quantity, it was still the same old in- 
ventory but once again the government 
told him he had to pay an income tax on 
another profit he had never realized. 

All through that period of the decline 
of the dollar, this process went on, not only 
in this general store but in all types of 
businesses throughout the country. To pay 
taxes on unrealized profits, companies 
raised prices. As prices went up, wages 
went up too. This boosted prices again. 
This in turn increased inventory values 
and created still more taxes on unrealized 
profit. 

Now consider for a moment the unfor- 
tunate results of this cumulative cycle: 

1. Business suffered a great injustice by 
being compelled to pay income taxes upon 
theoretical profit that was never realized 
and could never be realized except upon 
future price decline or liquidation. 

2. The process provided a tremendous 
impetus to the very inflation which caused 
it. Each successive tax imposed upon in- 
creases in inventory valuation was in itself 
a reason for further price and resultant 
wage increases. Once inflation had begun, 
the application of the first-in, first-out prin- 
ciple served to accelerate the decline of 
the dollar. 


THE CONTROLLER 


3. Company after company reported to 
‘ts stockholders, to its employes, and to the 
public, profits higher than those which 
were actually available. This gave every- 
body inflated ideas as to how much 
“money” business and industry were mak- 
ing and contributed to labor difficulties. 

The injustices and evils of this situation 
were recognized early in the present infla- 
tion cycle, and a group of companies deal- 
ing in hides and basic metals, under the 
leadership of Mr. Maurice Peloubet, na- 
tionally known New York certified public 
accountant, brought the situation io the 
attention of Congress in 1938. Because 
they were dealing with homogeneous prod- 
ucts, as contrasted with the miscellaneous 
inventory of a general store, it was easier 
for them to explain the principle involved. 
Their arguments ran somewhat as follows: 

To stay in business, a company has to 
have a plant, it has to have employes, and 
it has to have an inventory. The inventory 
is one of its basic facilities. 

Consider a company dealing in lead, for 
instance. Suppose at the beginning of the 
year this company had 1000 tons of lead in 
stock, and at the end of the year, it con- 
tinues to have 1000 tons of lead in stock. 
For all practical purposes, it might just as 
well be the same lead. The lead bought 
during the year was the lead sold during 
the year—not the inventory. No profit was 
realized on the inventory since it still re- 
mained in the possession of the dealer. 
Therefore, at the end of the year, it should 
be priced, for income accounting purposes, 
at the price level which applied at the be- 
ginning of the year. If there was an increase 
in the quantity of inventory—that is, if the 
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year-end inventory was 1250 tons instead 
of 1000 tons—the added 250 tons would 
be priced at current year price levels. This 
would apply, however, only to the quantity 
increase. 


EARLY CAUTION 


Here was the setting for the birth of the 
last-in, first-out principle which was en- 
acted in the Revenue Act of 1938 and 
shortly thereafter expanded for use by all 
taxpayers. The Internal Revenue Bureau 
moved cautiously and in the early years 
issued rulings and regulations far too re- 
strictive and implied that only companies 
with homogeneous inventories could use 
the LIFo method. 

The effect of this policy was to give a 
few companies of a particular nature a 
definite advantage which was denied to 
others. And yet, the principle involved 
was identical, whether an inventory con- 
sisted of hides and metal, or whether it 
consisted of miscellaneous merchandise 
ranging, as in the case of a general store, 
all the way from neckties to lawn-mowers. 

Early in 1941, we developed various ap- 
plications of a dollar value method of LiFo 
pricing which makes possible practical ap- 
plications of LIFO to any type of business, 
regardless of the complexities of the inven- 
tory investment. Recognizing that the use 
of the LIFO principle was being unduly re- 
stricted because of the general thought 
which had developed that its application 
should be confined to quantities of specific 
identical items, we explored the possibility 
of dealing in terms of value, regardless of 
physical identification of materials, for if 
the principle was sound, practical means of 
applying it must be recognized so as to 
permit its use in valuing the total inventory 
of most any enterprise, even though its 
operations may embrace the production, 
jobbing, wholesaling or retailing of a wide 
variety of items. We felt that whether or 
not the same quantities of specific items or 
cven the same items are in the inventory at 
the close of the year as were on hand at the 
beginning of the year, the last-in, first-out 
principle should be applicable in determin- 
ing an aggregate valuation of an invest- 
ment in inventory of related products. 

Changes in product design eventually 
eliminate many articles which in turn are 
replaced by other products. The individual 
item quantity will ordinarily balance in a 
group of related products but many will 
vary widely in comparing the beginning 
quantity of each with the ending quantity of 
each; thus, if the last-in, first-out principle 
is applied to individual items on the basis 
of specific identification rather than to the 
determination of the aggregate valuation 
of the group of related products (in which 
the value of increases in quantities of spe- 
cific items are permitted to offset decreases 
in quantities of other specific items), the 
objective of the principle will not be ac- 
complished and the income will not be 





















clearly or correctly reflected. Thus, unless 
products can be considered in related 
groups and reduced to a common unit, the 
application of the last-in, first-out princi- 
ple will in many cases not produce an in- 
ventory value which clearly reflects income. 
In some types of product, approximate 
physical quantity units are available. In the 
vast majority, however, equitably weighted 
physical quantity units are not readily ob- 
tainable. 

Usually, all items in a related group of 
products can be expressed in a common 
unit which is ‘dollars’ of investment at a 
specific price level. In the application of 
the last-in, first-out principle the specific 
price level is ‘‘cost’’ at the beginning of the 
first year of the use of the principle. The 
use of a basic dollar value as the common 
denominator makes the application of the 
last-in, first-out principle practicable re- 
gardless of the complexity of the inventory. 


DETERMINE QUANTITY INCREASE 


Since the use of last-in, first-out princi- 
ple requires that the price increase (or de- 
crease) over the beginning of the year 
prices be reflected in the valuation of the 
ending inventory on only the increase in 
quantity over the beginning quantity, we 
must consider means of determining this 
quantity increase. 

The determination of the quantity in- 
creases of a group of related products can 
be accomplished by the extension of the 
individual product quantities in the begin- 
ning and ending inventories at the same 
prices, or by removing the price increase 
(or decrease) reflected in the ending in- 
ventory valued at current cost. To remove 
the price increase (or decrease) reflected 
in the ending inventory, it may only be 
necessary to determine the percentage 
changes in acceptable specific company or 
general price indices applicable to the vari- 
ous groups of related products. 

As early as 1941, we suggested the fol- 
lowing mechanics for use by an enterprise 
with a wide variety of products, in the 
pricing of its inventory on last-in, first-out 
dollar value basis. 

In each broad group of related products, 
the aggregate amount of the ending in- 
ventory expressed at the beginning cost 
level would be determined. A comparison 
of the beginning and ending quantities 
priced at the same cost level will set forth 
the increase in quantity. The aggregate 
— increase is then adjusted to reflect 
the earliest, average, or latest cost occurring 
within the current fiscal period. 

The ending inventory of a group of re- 
lated products valued at the beginning of 
the year cost level can be determined by 
actual extension of all quantities in the 
ending inventory of materials and products 
at prices or costs (made up of material, 
labor and burden rates) used for cost valu- 
ation of the beginning inventory, or by the 
grouping of the ending inventory by cost 
elements, namely, total material content 


by basic materials each to be extended at 
beginning of the year prices; total labor 
amount on a current cost basis, which can 
be adjusted to a beginning of the year value 
basis by removing therefrom the percent- 
age increases which may have occurred in 
wage scale adjustments ; and the aggregate 
burden which can be expressed at the be- 
ginning of the year relationship to the ad- 
justed labor. 

If beginning of the year costs are used 
as product standard costs throughout the 
year—and all increases in material prices, 
wage scales and burden reflected as varia- 
tions therefrom—the aggregate ratio of the 
amounts of these variations to the total 
cost of production, expressed at the begin- 
ning of the year product cost values, can be 
applied to the quantity increase in ending 
inventory over the beginning, to deter- 
mine the current cost value assignable to 
the increase. 


RETAIL INVENTORIES 

In retail merchandise inventories (com- 
puted under the retail inventory method) 
the percentage change in an acceptable 
price index over the beginning of the year 
prices can be used to adjust the ending in- 
ventories to the beginning valuation. 

In jobbing or retailing merchandise in- 
ventories, the difference in cost at the be- 
ginning of the year and the current cost at 
the end of the year can be determined by a 
comparison of sufficient representative 
items to determine the average ratio of cost 
increase which is contained in the ending 
inventory. 


DOG DAYS 


If fixed selling list prices are in exist- 
ence, the increase in cost can be determined 
from a comparison of the ratio of cost to 
fixed list contained in the beginning in- 
ventory and the ratio of current cost to list 
contained in the ending inventory. 

If the index of cost increase contained in 
the current ending inventory valuation, 
which is used to adjust the total back to 
the beginning price level, is also used to 
bring the increase in inventory to a current 
cost level basis, it reflects the value of the 
increase on the latest acquisition cost basis. 

If it is desired to use earliest current costs 
to value any inventory increase, an index of 
price change can be developed covering 
cost prices prevailing in the earliest por- 
tion of the year in which the approximate 
amount of the increase was acquired. 

If average costs are to be applied to any 
quantity increase, an index representing 
the relationship of average prices for the 
year to beginning inventory prices can be 
developed. 

Generally, it would seem that if the 
quantity increase reflected in an ending in- 
ventory over the beginning is a more or 
less temporary one, the use of the latest 
costs to value this increase would be in con- 
formity with the objective of L1Fo—that of 
eventually reflecting current costs against 
current sales, for this increase would dis- 
appear in the following year. On the other 
hand, if the increase is a permanent layer 
due to general expansion, the more con- 
servative approach would call for the use 
of the earliest costs to value this increase in 
a rising market. (Continued on page 382) 





(George, | won't be home until late. You'll find your 
dinner all prepared down at the Main Street Diner.) 
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Educating the Administrative Accountant 
for the Field of Controllership 


Dauid J. Devine 


DUCATION FOR CONTROLLERSHIP is a 
E new concept. Until recently the con- 
troller just “growed” like Topsy and no 
one thought of trying to create one “‘on 
purpose.” 

His duties are not standardized and the 
requirements for his job are not codified 
as are, for instance, those of the certified 
public accountant. The controller is a mem- 
Si of top management and as such tends 
to follow a course that differs from the 
tendency of successful members of most of 
the professions. That is, the further along 
he goes the less he tends to specialize and 
the more his outlook broadens until he 
covers all functions of accounting admin- 
istration and frequently many phases of 
engineering, economics and the legal pro- 
fession. Usually he starts as a specialist in 
one department and then as he grows, takes 
over others at an increasingly higher level, 
whereas the doctor, lawyer or even the ac- 
countant tends to restrict his field as he 
progresses until he becomes expert in a 
single phase. 

Those of us who occupy this more or less 
enviable position are faced with two prob- 
lems in the selection of employes. We 
need people to train as our successors but 
at the same time we would like someone to 
do today’s chores. Regardless of the ulti- 
mate objective to be achieved by education, 
a man has to make a living on the way and 
everything should be done to make him a 
more immediately usable employe. Besides 
being of assistance to us, this would im- 
prove his feeling of achievement and help 


his morale during the early days of his em- 
ployment when he frequently is at a loss 
to find some part of his college training 
that he can apply to the problem at hand. 
My contribution to the discussion of 
education for controllership will not give 
you any answers but rather present as best 
I can the job for which we expect the edu- 
cators to prepare our prospective employes. 
CAN MEN BE TRAINED 
FOR CONTROLLERSHIP? 


Frankly, I question the wisdom of label- 
ing a course Or even an entire curriculum 
as controllership. The field as such is too 
limited. It might be better to call the cur- 
riculum “Administrative Accounting and 
Control.” Under such a title courses could 
be set up in methods of operating and man- 
agement and the types of problems with 
which the student would deal. 

It is frequently assumed that courses in 
auditing will be equally useful to the stu- 
dent whether he works for a public ac- 
countant or a corporation. We find that in- 
ternal audit i control procedures are 
often quite different in purpose and 
method from the techniques a by the 
public accountant and we think that there 
should be courses especially oriented for 
corporate needs. While it is helpful, and 
usually essential, that a controller be an 
expert accountant, the number of theoreti- 
cal decisions of that type to be made are 
very limited and form only a small part of 
his duties or those of any administrative 
accountant. One of the biggest things he 


DAVID F. DEVINE, comptroller of Bell Aircraft Corpora- 
tion, Buffalo, N. Y., talked to 20 educators from universi- 
ties and colleges and members of the Buffalo Control of 
Controllers Institute at their annual “Education Night.” 
His experience in the accounting field includes 15 years 
with Miller, Donaldson and Company, certified public ac- 
countants, before joining Bell in 1942 as internal audi- 
tor, followed by chief accountant, Niagara Frontier Divi- 
sion, and appointment as comptrolier in 1945. Mr. Devine 
served as president of the Buffalo Control, 1949-1950. 
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has to do is to keep his team working. 

Besides planning and administering his 
organization he has to analyze the answers 
they develop, form an opinion, advise 
management and help to carry out the de- 
cisions. To train a man for all this in an 
undergraduate school is a large order— 
first, in the matter of time, and secondly, 
perhaps, in the matter of maturity. 

Perhaps at this level what is needed is a 
common starting point, with two advanced 
courses: one in public and one in internal 
auditing—the latter with particular em- 
phasis on control functions. The time to do 
all these extra things could be made avail- 
able by eliminating some of the specialized 
aspects of accounting such as estates and 
trusts and similar courses of limited appli- 
cation. These usually seem only a means of 
assistance in passing a C.P.A. examination, 
if you take one, and are of no use to anyone 
else. In my experience a well-qualified stu- 
dent can pick up these specialized forms of 
accounting, if they are necessary, while 
working in the field. 

It is presumed that schools of business 
will give a sound basic training in account- 
ing. It goes almost without saying that 
students must recognize the theory of ac- 
counting in every transaction they analyze. 
It is surprising to find that some of our 
people lack the analytical training and 
solid grounding in fundamentals which 
would enable them to understand the over- 
all effect of the particular job they are do- 
ing. 

The greatest single lack we note among 
students from schools of business is their 
inability to communicate. It may not be 
the inability to write that is at the root of 
this problem but the inability to marshal 
facts. In any event we find it very difficult 
to get them to express themselves concisely 
and accurately. Perhaps a course labeled 
“Communication” might “‘sell’’ better to 
the student than one labeled “English 
Composition.” Grading all courses for 
readability and quality of communication, 
as well as for fact content, might help this 
deficiency. The student's value to us would 
be severely limited unless he can tell in 
speaking and writing what he did, why he 
did it, and what the significance of the find- 
ings may be. 

















THE PLACE OF THE GRADUATE SCHOOL 


The graduate school has stepped into 
the picture as a means of extending the 
specialized training needed to round out 
the basic education, but this hasn’t been 
exactly the answer either because-the stu- 
dent still has to start at or near the bottom 
regardless of what his education might be 
and some of the fellows who have taken 
higher courses don’t see it that way. Many 
of the graduates of these courses tend to- 
ward staff jobs where they can be sum- 
marizers and conclusion drawers rather 
than firing line executives. They don’t al- 
ways want to go up through the ranks and 
prove that their education makes them bet- 
ter workers but in a lot of instances expect 
that fact to be taken for granted. 

A student from one of these courses was 
reported in Fortune, in a story on graduate 
education, to have been startled to find out 
that there were human beings below the 
rank of assistant vice president because in 
his training he had never heard of anyone 
lower than that! 

The function of the graduate school is 
stated to be the training of leaders for our 
professions and industries, yet the very 
thought that attendance at any school au- 
tomatically entitles one to reach the top 
either in one step or by any other means, is 
likely to be misunderstood by the average 
American. Our society may very well react 
violently against any institution that by its 
very existence denies the American prom- 
ise of equal opportunity. 


“THE FOREMOST AMERICAN 
PROFESSION” 

We will not dismiss the graduate school 
as a place of developing business upstarts. 
It is probably the place where the funda- 
mentals of business can best be examined 
and a determination made of what business 
is and what a business man is supposed to 
do. Yet we find that the “facts of life’ 
about the problems of planning and con- 
trol in business and industry seem to be a 
big surprise to these fledglings even though 
they have degrees in Business Administra- 
tion. There appears to be some lack of un- 
derstanding that we are in a real contest 
and that we “play for keeps.” Courses 
must be given in a way that makes them 
more realistic and we sometimes suspect 
that many courses are not being kept up to 
date or are at least too elementary and lack- 
ing in scope. 

The late Dr. A. Lawrence Lowell de- 
scribed business as “the oldest of the arts 
and the youngest of the professions.” A 
profession has been defined by Walter S. 
Gifford as “‘an occupation conducted on a 
high plane by a trained intellect and hav- 
ing a special consideration for the public 
welfare.” I might add that he included 
business administration within this defini- 
tion and called it the foremost American 
profession. 


WILL SPEAK AT CONTROLLERS ANNUAL MEETING OCTOBER 1 





MR. PEET 


MR. SHEEHAN 








MR. HANLEY 


MONDAY AFTERNOON, OCTOBER 1, at the 20th Annual Meet- 
ing of Controllers Institute at the Waldorf-Astoria, New York, 
features a three-part discussion of the theme, “Techniques of 
Controllership.” Speakers who will cover Subject |—Controller- 
ship Today and Tomorrow’’—are as follows: 


E. J. HANLEY, president, Allegheny-Ludium Steel Corporation, 
Pittsburgh, whose approach will be “The Management View- 
point.” Mr. Hanley has served his firm and the steel industry for 
15 years of his 24-year business career. After receiving his engi- 
neering degree from MIT in 1924, followed by his M.B.A. from 
Harvard Business School three years later, he began his career 
in 1927 with General Electric Company, Schenectady, N. Y. 


DANIEL M. SHEEHAN, vice president, Monsanto Chemical Com- 
pany, St. Louis, turns his attention to “The Controllership View- 
point” as second speaker. Mr. Sheehan, a C.P.A. (Missouri and 
Tennessee), was on the staff of Haskins & Sells, St. Louis, prior 
to joining Monsanto Chemical Co. in 1936. 


E. CHESTER PEET, who will be moderator of the session, is a 
vice president of the Shell Oil Company, New York. 





If business is then, at least by our defini- 
tion, a profession, it would seem that the 
graduate school has a definite job to do in 
being the place to which we can go for the 
study of our problems on a high intellec- 
tual level. Certainly someone has to do it 
because the function of business in our 
economy needs plenty of study. Students, 
who have never had contact with the busi- 
ness world, need more training in what 
makes the wheels go around than they are 
now getting. 


TRAINING IN SOCIAL JUSTICE 

Many of our young people come out of 
school confused about our social and eco- 
nomic problems. What has happened to 
them is that some schools give them the 
impression that what they have learn-d 
there is the sum total of all knowledge and 
the students feel that they should, there- 
fore, have an answer for everything. They 
are openly critical of business and its op- 
erations and don't realize that they know 
only part of the story. They should have, 
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by all means, an inquiring mind and be 
imbued with a desire to search for the truth 
but at the same time they should have 
enough humility to realize that they haven't 
found it yet. 

Few of our new employes have any idea 
of the motivations of unions and the forces 
behind them, or if they have, it has some- 
thing to do with ‘class struggle.”” Many of 
these fellows are going to have to join 
unions and they should be given a back- 
ground in their history and purposes. 

Unions are here to stay and probably 
will spread and students must be trained 
to accept them and deal with them, either 
as members or as management, in an intel- 
ligent and fair manner. The controller or 
business administrator is playing a more 
and more important part in union negotia- 
tions every day and an understanding of 
the forces at play is indispensable. Early 
training in the principles of social justice 
and philosophy that respect the rights’ of 
others will give the student a good start. 


(Continued on next page) 
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TRAINING IN ECONOMICS AND 
THE AMERICAN WAY 


Frankly the reaction of many business 
men to a lot of college professors is not 
particularly good. While I know that only 
the extremists get the publicity, there is 
some feeling that students are exposed to 
some pretty wild ideas about our American 
economic and social systems. 

I do not propose to take a stand as an 
advocate of change of the status quo nor 
do I think that everything we do is right, 
but I do think that more emphasis should 
be placed upon the fact that, until some- 
thing better is developed, the economic 
system we have is pretty good. I don’t mean 
to go around in a Pollyanna mood, but 
neither do I mean sounding off in the name 
of academic freedom with economic cures 
that have not yet been proven and, in many 
cases, not yet thought out. Many of them 
want change-for-change-sake alone. 

When I was in public accounting, I 
found that the man who went around with 
the attitude that he was trying to prove that 
the clients’ bookkeepers were right got the 
same answers as the fellow who was trying 
to prove they were wrong but he didn’t get 
so many people upset. Perhaps that ap- 
proach to tinkering with our economic sys- 
tem might work, too. 

I know that it is a large order to expect 
educators to train students to properly un- 
derstand and apply economic principles 
when business itself has done such a poor 
job. Perhaps it is the realization of this de- 
ficiency that makes me ask that special em- 
phasis be placed on reaching a clearer un- 
derstanding of what makes a business tick, 
on the approach to cost accounting, eco- 
nomics and the evaluation of the effects of 


WE REFER YOU 
to these issues of THE CONTROLLER 
for further reading 


JUNE 1951—p. 266 “C.1.C.T.—College-in- 
dustry Cooperative Training Aims to 
Build Accounting Manpower for Firms.” 

JAN. 1951 p. 20 “Developing Tomorrow's 
Accounting Manpower’’—by Leo A. 
Schmidt. 

AUGUST 1950—p. 363 “’Six-Point Concept 
of the Controllership Function” and p. 
262 “Public Relations Aspects of Con- 
trollership.” 

JUNE 1950—p. 266, DEC. 1950—p. 570 
“Developing Men for Controllership’’—by 
T. F. Bradshaw. (A book review.) 

MAY 1950—p. 212 “The Controller's Inter- 
est in Labor Negotiations’—by Paul 
Haase. 

JUNE 1949—p. 268 “Those Who Will Fol- 
low’’—by K. Y. Siddall, and p. 275 ‘’Con- 
trollership in Modern Management’—by 
E. Stewart Freeman. 


economics, as well as business forecasting 
—all growing in importance in manage- 
ment planning and control. Too many eco- 
nomic texts fail to “build a bridge’ be- 
tween economic theory and the facts in- 
volved in business management. 

Perhaps the happy solution would be to 
train the men in fundamentals in college 
and then take graduate work after they 
have had some experience and have deter- 
mined first, that they expect to try to be- 
come an administrative accountant and 
secondly, that they are going to be given 
the opportunity to do so. 


“| guess you're right, dad—a pretty face isn’t 
everything. A good figure’s important, too” 
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This has been tried by at least one of the 
schools and while the course has been short 
and intensive, the effects have been good. 
Such a step on a wide range would be 
rather revolutionary but when one con- 
siders the broadening of the field as one 
advances in business, it may be found that 
it is impractical to give a man enough at 
the start to carry him through to the end. 

This tendency is already making itself 
felt in night schools. I am again indebted 
to Fortune for the statement that New 
York University has 3,000 students taking 
this type of work. Furthermore, four-fifths 
of them are 30 years of age or more and 
have been employed full time for at least 
five years. The bulk of these are junior ex- 
ecutives who have made up their minds as 
to where they plan to go and are getting 
special training for it. 

Obviously it would be absurd to think 
that all work on that level should be done 
at night but it does prove the point for the 
advantages of advanced education after 
experience. Perhaps a system can be worked 
out under which employes can return to 
college as part of their promotional train- 
ing. There is a lot to be gained by the more 
relaxed approach of full-time study and 
closer contact between faculty and stu- 
dents. There may even be something to 
the halls of ivy concept. 


LABORATORY CONDITIONING 


Another solution to the problem of 
“bridging the gap” is some form of what 
may be termed laboratory work. We must 
work out more cooperation between us for 
(1) | on visits by student groups to see 
actual operating conditions (certainly no 
medical student was ever graduated with- 
out seeing a hospital), (2) participation 
by controllers as visiting lecturers when re- 
quested by colleges, (3) cooperative part- 
time training, and (4) summer work such 
as is arranged in the College-Industry Coop- 
erative Training program (C.I.C.T.) spon- 
sored by Controllers Institute. 

There is no doubt but what professional 
schools have made tremendous advances 
during the last 20 years and are making a 
great contribution to business. These fore- 
going remarks should not be construed as 
depreciating the advances that have been 
made nor as ingratitude for the efforts put 
into the work. It is a tremendous problem 
and business must share it in the man- 
ner that other professions support their 
schools. 

Let us not delude ourselves, however. 
No education, no matter how complete, 
can take the place of the homely virtues of 
honesty, diligence, accuracy and common 
sense. Such simple qualities are still requi- 
sites for individual progress. A college 
diploma is still only prima facie evidence 
that the holder thereof has been exposed 
to education and, as is often the case with 
a communicable disease, he may not have 
been infected. 














nvoicing is ightning fast with the 
triden - The 
Thinking Machine 


Excxusive features enable the Friden 
to handle more steps in figure-work without 
operator decisions than any other calculating 
machine ever developed. 

Once the operator sets a problem on the 
keyboard — and touches the proper control 
keys — no additional human motions are re- 
quired. The Friden automatically “thinks out” 
accurate answers. 

You and the Friden Man will discover im- < 
portant applications of Friden “figure think- 
ing” in terms of your own business. 

Figure on a Friden NOW— phone or write 
the Friden Man near you. Friden sales, 
instruction and service available throughout 
the U.S. and the world. FRIDEN CALCULATING 
MACHINE CO., INC., San Leandro, California. 





With today’s mounting pressures on man-hours, 
it will open your eyes to see the Friden 
fully-automatic Calculator handle invoice 
work. It “figure thinks”? each extension — 
and accumulates total of the invoice — 


eliminating need of separate adding operation 
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IT TAKES WORK 
OUT OF FIGURE-WORK 


Government reports. Also, for calculations involved 


WRITES DOUGLAS’ TREASURER, HARRY STRANGMAN: “Not 
in the design and manufacture of Douglas planes of 


only in our general office figure-work but throughout 


DOUGLAS 


AIRCRAFT USES 
FRIDENS 


our engineering and production control departments, 
we use Friden Automatic Calculators. They help us 
process the large volume of statistics required for 


all types, Fridens enable us te speed production with 
efficient use of employee time.” 
© Friden Calculating Machine Co., Inc. 





A Corporate Insurance Check List 


Sid Marean 


This check list is not intended to be all-inclusive, but 
rather attempts to call attention to coverages frequently over- 
looked—omissions which might result in large uninsured 
losses—and means of improving existing coverages. 

An accurate appraisal of the comparative importance of 
various insurance coverages to your business can only be 


FIRE AND EXTENDED COVERAGE 
PROPERTY DAMAGE 


A-1 VALUATION 

How recently have your insured values (building and 

contents) been checked? By whom? How accurately? 

Should an appraisal be made? 
All too often values are checked against book val- 
ues. In the case of machinery, equipment and build- 
ings, this is dangerous and will result in under- 
insurance. In most cases, an independent appraisal 
is essential to proper insurance coverage. 


A-2 COINSURANCE 

Are your coinsurance requirements on all policies be- 

ing met? In face of today's inflated values? Would 

partial losses be collected in full? 
In case of a substantial loss, an appraisal will prob- 
ably be required. Coinsurance is based on replace- 
ment value (not cost) less depreciation. Don’t for- 
get value of labor in partially finished and finished 
goods. 


Should coinsurance be eliminated? 
In some cases—yes. Particularly if there are large 
values which have been written off the books and 
on which insurance is not desired. Otherwise co- 
insurance penalties will be suffered on losses on 
active values. 


A-3 REPORTING FORMS 
Should you use a reporting form on contents in place 
of specific coverages? 
Reporting forms provide flexible coverage of fluc- 
tuating values, thus avoiding danger of underin- 
surance and waste of overinsurance. One location 
only required for single state form, minimum an- 
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achieved through a careful risk analysis by a competent in- 
surance man.* 

Such an analysis is probably more vital to the safety of 
your business than your annual financial audit. It will show 
which risks your company can afford to assume, which may 
be desirable to insure and which risks must be insured. 


nual premium of $200.00, 100% coinsurance re- 
quired. 


A-4 SELLING PRICE CLAUSE 
Should a selling price clause be endorsed on your 
contents coverage? 
In event of loss, why lose the profit on your finished 
goods that are sold but not delivered? There is no 
extra charge for this coverage. 


A-5 VANDALISM 
Is vandalism and malicious mischief covered on build- 
ings and contents? 
Rates have recently been reduced about one third. 
Now only roc per $1,000 annually. Will cover 
sabotage damage. 


A-6 DEMOLITION 

Should demolition coverage be added to policies cov- 

ering buildings? 
Most cities now require demolition of badly dam- 
aged buildings. Extra premium charged at 80% 
coinsurance building rate, but no coinsurance re- 
quired. Demolition costs could be very high on 
large building—might run $50,000 or more. 


BUSINESS INTERRUPTION 


B-1 Two-ITEM FoRM 
Should coverage be changed to Gross Earnings form? 
Two-item form covers profits and continuing ex- 
penses only, or ordinary pay roll may be included. 
80% coinsurance required. 
Gross Earnings (Net Sales Value less cost of raw 


* NOTE: It should be pointed out that these comments apply 
to the insurance rules existing in the State of Ohio and perhaps 
might not be consistent with the rules of some other states. 
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stock or goods sold) form is more flexible—covers 
ordinary pay roll, desirable in today’s labor market. 
Comparison of cost of both forms should be made. 
State of Ohio Unemployment costs protected. 50% 
minimum coinsurance required. 





B-2 Stock REPLACEMENT 
Is 30-day limit for replacement of stock and/or par- 
tially finished goods adequate? 
Time may be extended, if needed, at extra cost. 
Analyze carefully. 


B-3 REPORTS 

Should periodic reports of Business Interruption val- 

ues be made? 
Yes, unless values do not fluctuate. Prevent coin- 
surance penalties or overinsurance by making pe- 
riodic report to your agent. He will furnish a form 
for this purpose. Partial cancellation may be made 
without penalty. 


B-4 CONTINGENT COVERAGE 
Should contingent Business Interruption coverage be 
carried on your suppliers’ plants? 
If your production is dependent on their output, 
this becomes just as important as coverage on your 
own plant. Check carefully whether other sources 
of supply would be available. 


B-5 EXTRA EXPENSE 
Should Extra Expense insurance be carried instead of 
Business Interruption insurance? 
Some firms must continue business in some way or 
lose customers. Extra expense of continuing busi- 
ness should be covered rather than loss of profits 
while idle. 


LIABILITY 
C-1 ASSUMED LIABILITY 
Does your coverage exclude liability assumed by con- 
tract? If covered, does policy require disclosure of all 
assumed liability? 
Hold harmless clauses in purchase orders are as- 
sumed liability—most leases contain assumed lia- 
bility or hold harmless clauses. 


C-2 LIMITs 
Are your limits adequate? 
It is difficult to estimate maximum loss in advance. 
Jury verdicts on bodily injury suits are unpredict- 
able. Why take a chance, higher limits cost compar- 
atively little more. Check this point carefully. 


C-3, MEDICAL PAYMENTS 
Are medical payments covered under your general 
liability coverage? 
Covers medical expenses and funeral expenses of 
members of public injured on your premises or 
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through your operations, even though no legal lia- 
bility exists. 


C-4 COMPREHENSIVE COVERAGE 
Is all your liability exposure covered under one policy 
or with one company? 
Advantage of comprehensive coverage (including 
automobile) or automobile coverage and general 
coverage with one company is that there are no 
loopholes through which uncovered claims can slip. 


C+5 Fire LEGAL LIiaBILity 

Are you liable for a major loss through lack of Fire 

Legal Liability coverage? 
Practically all liability policies exclude damage to 
property under the care, custody or control of the 
insured. If you lease a building or space therein, 
or have large personal property values belonging 
to others under your care, custody, or control and 
a fire ensues through the negligence of one of 
your employes, you may become legally liable for 
a large loss. The same principles would apply to you 
personally if you lease or rent your home. 


CRIMINAL LOSS 
D-1 Limits 
Are the limits of your criminal loss coverage ade- 
quate? 
Like liability, the possible maximum loss is unpre- 
dictable. Staggering losses have been sustained 
through dishonesty of an employe or group of em- 
ployes extending over a period of years. Westing- 
house suffered a $400,000 loss. 


D-2 COMPREHENSIVE COVERAGE 
Would it be advantageous to consolidate your crimi- 
nal loss coverage? 
A Comprehensive Dishonesty Disappearance and 
Destruction policy affords better coverage at a lower 
cost than separate policies covering only specific 
hazards. 
D-3 CONSOLIDATED COVERAGES 
If you attem pt to cover all criminal loss, is it all carried 
im one company? 
Consolidating your coverage in one company avoids 
controversies as to which company is responsible 
for a loss. 


MISCELLANEOUS COVERAGES 
E-1 AUTOMOBILE 

Does your property damage coverage take advantage 

of discounts for deductible coverage? 
For more than five passenger cars or on trucks, a 
discount is allowed on property damage premiums 
for deductibles—from 17% on $25 deductible to 
40% on $100 deductible. 


TR Rae AUGUST _1951 





357 











E-2 ALL RIsK OR FLOATER 

Are your values on personal property away from your 

manufacturing plant great enough to warrant consid- 

ering a Manufacturer's Output policy? 
This new coverage can be used to replace all specific 
coverage, reporting forms, and all miscellaneous 
floater policies covering a// personal property, in- 
cluding automobiles, trucks, shipments, better- 
ments and improvements at leased locations, etc. 
Minimum exposure underwritten is $1,000,000 in- 
cluding values in transit. 


E-3 EARTHQUAKE 
Are you taking advantage of the rate discount allowed 
for deductible coverage? 
A discount of 25% is allowed for inclusion of a 
2% deductible clause. 


E-4 TRANSPORTATION 
Are your values for any one shipment high? 
Most shipments by rail, truck and express are sub- 
ject to limited liability. Truck carriers may not be 
financially strong and their insurance may be inade- 
quate. ‘‘Act of God" perils not covered. Transpor- 
tation floater may prove less expensive than freight 
surcharge for higher valuation limits. 


INSURANCE ON OFFICERS AND EMPLOYES 
F-1 LIFE INSURANCE 
Does your company carry adequate life insurance for 
protection against the loss of services of its key execu- 
tives and key personnel? 
Human values in a business are more vital to its 
success than its property values. Many businesses 
have failed because of the loss of a key executive. 
What logic will support adequate property value 
insurance and inadequate human value insurance? 
Term rates have recently been reduced. 


F-2 TRAVEL ACCIDENT 
Is your company protected by a schedule travel acci- 
dent coverage on key employes? 
Travel accident insurance covering death through 
any means of transportation anywhere in the world 
is available at less than 2/1oths of 1%. Can your 
business afford to be without such coverage? 


F-3 Group INSURANCE 

Are your premium refunds, based on your claim ex- 

perience, as large as they should be? 
Retention formulas have been drastically revised 
within the past year or so. If you have not done so 
recently, you should check to see whether your 
group refunds are in line with today’s retention 
formulas. Check with other corporations who have 
similar coverage—or better still, with an independ- 
ent insurance broker who has no obligation to any 
insurance company. 

Does your plan provide monthly income payments 

for total and permanent disability? 
The extra cost of such coverage is very nominal. 


F-4 PENSION 

Is the insurance coverage, if any, under your pension 

plan being purchased at the lowest possible cost on 

the most favorable basis? 
The life insurance under some individual policy 
plans could be replaced by group coverage at a 
lower cost and on a nonmedical examination basis, 
thus affording insurance to uninsurable employes. 


F-5 DISABILITY 


Does your company continue salaries of disabled key 
em ployes? 
If so, you would do well to check the cost of Key 
Man Disability coverage against the cost of salaries 
so continued or which might be continued. 
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PART III—PLANNED EXECUTIVE DEVELOPMENT 


Executive Inventory Control 


James C. Worthy 


SUMMARY of PARTS | and I! published 
in THE CONTROLLER for June and July. 


The Sears Executive Development Pro- 
gram consists of five basic steps. Part I of 
this series described the first two steps: Es- 
timating future executive requirements, 
and determining sources for executive re- 
cruitment. Part II described the next two 
steps: Methods of selecting men for train- 
ing, and the nature of the training pro- 
gram. 

Men are appointed to the Reserve Group 
by joint agreement of the manager of the 
store in which the individual works, the 
store manager's immediate superior, and a 
field representative of the territorial per- 
sonnel office. Psychological tests are used 
in this connection, but with due regard for 
their fallibility. 

After appointment to the Reserve 
Group, men pass through a program of job 
rotation, sometimes supplemented by 
group training. Manuals and _ personal 
counselling are also employed. The chief 
means of training, however, is actual job 
experience. Perhaps the outstanding fea- 
ture of the program is that it stresses per- 
sonal initiative in the promotable indi- 
vidual. The individual is expected to seek 
out and learn what he needs to know, 
rather than to rely on “spoon feeding.” 


fe FINAL ELEMENT of the Sears execu- 
tive training program is a procedure that 
might be called “executive inventory con- 
trol.” By this is meant the organized proc- 
ess by which an adequate balance is main- 
tained between the number of people 
coming up the line and number of vacan- 
cies to be filled. The problem of con- 
trolling a company’s inventory of execu- 
tives and potential executives is similar in 
many ways to the problem of controlling 
merchandise. In Sears, quite comparable 
steps are taken to insure that the right in- 
dividual will be ready at the right place 
at the right time. 

The comparison with merchandise con- 
trol can be carried a step further. People 
in the merchandising business are ac- 
customed to speaking of “staple items” 
and “‘seasonal items’”’—"'staple,”’ of course, 
referring to merchandise that sells fairly 
steadily the year round, and “‘seasonal’’ to 
merchandise for which there is only pe- 


Sears, Roebuck & Co. “takes stock” of its 
executive talent frequently and critically 


riodic demand. Although in practice never 
referred to in such terms, company execu- 
tives may be considered, for present pur- 
poses, as falling into parallel classifica- 
tions. Store managers, assistant managers, 
Operating superintendents, and the like 
are needed year in, year out. On the other 
hand, a plastics engineer or a real estate 
expert is likely to be needed only occa- 
sionally. 


“STAPLE” EXECUTIVES 

Planning for the development of the 
“staple” type of executive must neces- 
sarily be different from planning for the 
development of the ‘‘seasonal” or “one- 
time-buy” type of executive. At least in 
the case of Sears, the latter type is likely 
to be a specialized individual and the 
former much more the general practi- 
tioner. 

These general practitioners are fairly 
readily interchangeable. A man may be 
(and usually is) listed as promotable to 
several different positions. Thus, one in- 
dividual might be rated as “ready now” 
for “A” store manager or assistant zone 
manager; “ready in one year” for mer- 
chandise manager in a mail order plant; 
and “ready beyond two years” for mer- 
chandise supervisor in the parent buying 
organization. So far as the individual is 
concerned, this means a considerable 
broadening of his possibilities. So far as 
the company is concerned, it means that 
a group of well-qualified people can be 
kept coming up the line without having 
to make binding decisions too far in ad- 
vance as to precisely which niche each in- 
dividual is to be fitted into. 

Sears has a very great advantage in the 
fact that approximately 85% of all execu- 
tive positions are of this general admin- 
istrator type. 


“SPECIALISTS” 

Many of the more specialized individ- 
uals comprising the remaining 15% carry 
highly important responsibilities and their 
proper selection and placement is a matter 
of considerable significance. Nevertheless, 
in viewing the Sears executive develop- 
ment program as a whole, it should 
borne in mind that the great majority of 
executive posts are filled by “generalists,” 
rather than “‘specialists,” a fact which has 
strongly influenced the program in all its 
aspects. Even where a particular job is 
thoroughly specialized and has to be filled 
only occasionally, it is often possible to 
fill it with a man drawn from the general 
pool. Wherever this is possible, it be- 
comes unnecessary to plan too far ahead 
for vacancies in that specific job. The 
company maximizes its advantage in this 
respect by deliberately training men for 
flexibility through the job rotation pro- 
gram. Furthermore, a consistent effort has 
been made to keep the organization struc- 
ture simple and to resist the temptation 
to overspecialize. 


“STOCK CONTROL” 

Even with so large a part of the com- 
pany’s executive requirements of this so- 
called “staple” variety, it is necessary to 
take stock periodically. Probably the only 
sure thing about executive training plans 
is that they are subject to change. The 
executive inventory, like the merchandise 
inventory, must be reviewed frequently 
and critically to make sure that plans are 
in line with the current needs of the or- 
ganization; otherwise there could be 
either an “overstock” or “understock”’ 
situation that could be extremely embar- 
rassing to the personnel department and a 
serious handicap to the organization. 

Except in the case of retirements, it is 
difficult to predict exactly when and where 
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This is the concluding part of a three-part article 


JAMES C. WORTHY has, for the past thirteen years, held various posts in personnel 
administration with Sears, Roebuck and Co., Chicago. He is now in charge of all em- 
ploye relations, personnel policies and employe benefits, and wage and salary admin- 
istration in this multi-unit company and has written concisely about his observations. 
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vacancies will occur. Important changes 
can take place in the company’s organiza- 
tion structure. Expansion plans can be 
accelerated or retarded. Unexpected vacan- 
cies can come about through illness or 
resignations. Personal interests and family 
situations of employes can make certain 
anticipated changes impossible. Individ- 
uals who appeared to have potentialities 
can, at a later date, taper off in their per- 
formance. Unexpected “‘stars’’ can de- 
velop who outdistance individuals pre- 
viously slated for advancement. All of 
these factors make it necessary to review 
the condition of executive development 
frequently in order to stay on top of the 
constant changes that will always be oc- 
curring and that will require modifica- 
tion in the plans previously established. 
Sears experience suggests that an effective 
system of “inventory control” is a “must” 
for a successful executive development 
program. 


INNATE QUALITY OF GROWTH 

Thus far, this account has dealt mainly 
with what might be called the “mechan- 
ics” of the Sears executive development 
program. Some degree of organized effort 
and systematic procedure is necessary in 
a company as large and as diverse as Sears. 
But they are not the essence of the pro- 
gram. I should like, in conclusion, to indi- 
cate some of the more dynamic forces 
which foster the processes of growth and 
maturation which are basic to the “de- 
velopment” of executive manpower. 

Growth, of course, occurs within the 
individual. It can be encouraged or in- 
hibited by external conditions, but the 
organism itself must do the growing. This 
is an elementary fact too often overlooked 
by those planning training programs, 
whether at the executive level or else- 
where. Properly conceived, an executive 
training program should be directed 
toward stimulating and releasing the 
growth potentialities of individuals. This 


means that far more is involved than 
mere imparting of knowledge. What is 
needed is the opportunity for ‘‘creative ex- 
perience,” to borrow the telling phrase of 
Mary Parker Follett, one of this country’s 
most profound writers on management 
problems. 

The opportunity for “creative experi- 
ence” depends largely on the character of 
the organization within which the indi- 
vidual functions and on the type of leader- 
ship to which he is exposed. Certain types 
of organization structures and certain pat- 
terns of managerial leadership appear 
more useful in this respect than others. 


THE REQUIREMENTS OF 
DECENTRALIZED ORGANIZATION 

The Sears organization is administered 
on a highly decentralized basis. This de- 
centralization extends not only to store 
and plant managers but through them to 
the lower levels of individual operating 
units. The extent to which this “internal” 
decentralization is actually effective varies 
somewhat between different units, de- 
pending on size, nature of work per- 
formed, etc. Significantly, those units 
where greatest internal decentralization 
prevails are also those which tend to be 
most productive from a manpower de- 
velopment standpoint. 

The essence of decentralization is the 
delegation of responsibility. The oppor- 
tunity to assume responsibility is an es- 
sential condition for growth. The sooner 
an individual can begin to acquire experi- 
ence with real responsibility, the sooner 
he can begin to develop the skill and 
judgment he will need as an executive 
(assuming, of course, that he has the 
native and background qualifications on 
which to build). The tuture executive 
needs practice in making decisions. He 
needs to become accustomed to carrying 
responsibility. He needs the experience 
of making mistakes and having to live 
with them, for he learns as much from his 


SEARS’ CREDO 

Basic to the principle of decentralized management is re- 
liance on individual initiative and confidence in the capacit) 
and judgment of the people in the organization. Because of 
the extent to which authority and responsibility are dele- 
gated down the line, most people, particularly those at super- 
visory and executive levels, enjoy a relatively wide degree 
of freedom in the way they do their individual jobs. They are 
judged primarily on their results, not on the details of the 


ways they get those results. 


This concentration on end-results, together with a con- 
sistent effort on management's part to recognize and reward 
good results, develops initiative and self-reliance and gen- 
erates a far more powerful driving force than could ever be 


imposed from the top down. 
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mistakes as from his successes. He needs 
the courage that comes from facing new 
problems and solving them. 

One of the great advantages of maxi- 
mum managerial decentralization is the 
fact it permits those rising in the organ- 
ization an opportunity to assume real re- 
sponsibility at a much earlier age, and 
thereby provides a much better ey 
for them to grow in stature and maturity. 
If people must wait until middle age be- 
fore having a chance to carry bona fide 
responsibility, they are not likely to de- 
velop, at that late date, into strong, self- 
reliant leaders and executives. 


THE BROAD SPAN OF CONTROL 

Effective decentralization is in part a 
matter of organization structure. In the 
case of Sears, decentralization is enforced 
by such means as a relatively ‘flat’ struc- 
ture, a minimum number of supervisory 
levels, and a broad “‘span of control,” all 
of which makes it essential for executives 
to delegate a very large measure of respon- 
sibility to their subordinates because it is 
only by that means that the executives 
themselves can discharge their own re- 
sponsibilities. 

Related to these policies is a severe 
limitation of staff authority and a con- 
sistent effort to preserve the strength and 
integrity of the line organization. Indi- 
vidual line executives must function 
largely on their own, not only with a 
minimum of direction and control from 
their direct superiors, but also with a 
minimum of advice and assistance from 
staff specialists. Throughout, there has 
been implicit recognition that only on a 
basis of a strong, independent line can 
decentralized management ever be a fact. 


A DELIBERATE MANAGEMENT POLICY 

The Reserve Group program has been 
the administrative means by which Sears 
has sought to meet its extensive require- 
ments for qualified executive manpower. 
But if the Reserve Group program is the 
machine, the motive power that makes the 
machine run is certain characteristics of 
the Sears organization, some of which 
have been briefly noted. This pattern of 
administration not only makes for good 
operating, but provides a powerful stim- 
ulus for individual growth and’ develop- 
ment. In any general assessment of execu- 
tive development at Sears, Roebuck and 
Co., these characteristics of the organiza- 
tion must be given significant weight. 

These characteristics did not, of course, 
create themselves. They are the result of a 
conscious and deliberate management pol- 
icy, Originating at the top and filtering 
down through all levels of the organiza- 
tion. To this policy and to the funda- 
mental management philosophy which it 
expresses must go final credit for such 
success as the Sears program may have 
achieved. 
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Education: Give and Get 

Standard Oil Co. (New Jersey) and its affiliate companies 
plan to engage the services of a limited number of college 
educators to work with their administrative staffs for up to 
two years, Chairman Frank W. Abrams reported recently. 


t (For a previous discussion of this type of program, refer to 


Flood Losses Deductible 

Losses of property resulting from the disastrous floods 
in the middle West will ordinarily be deductible for Fed- 
eral Income Tax purposes, George J. Schoeneman, Commis- 
sioner of Internal Revenue, said recently. 

In the case of business property, these losses may be de- 
ducted subject to the usual regulations. Losses of nonbusiness 
property may be deducted by the taxpayer if he itemizes 
nonbusiness deductions on his tax return and does not use 
the optional standard deduction. In the case of nonbusiness 
property a deductible loss is the difference between the value 
of the property before and after the flood damage but not in 
excess of the adjusted tax basis of the property. 

In determining the amount of loss which may be deducted, 
consideration must be given to salvage value and insurance 
or other compensation received. 

Individual taxpayers who have filed declarations of esti- 
mated tax and who suffered flood losses may file amended 
declarations, taking these into account. 

Commissioner Schoeneman added that advice in indi- 
vidual cases which may involve unusual problems may be 
obtained from the offices of collectors of Internal Revenue. 


Happy Vacation! 

More liberal vacation policies are the rule, according to 
a survey just completed by the National Industrial Confer- 
ence Board, which shows that over half of the 300 com- 
panies studied grant maximum vacations of three weeks or 
more. A little less than half get the two-week maximum— 
the old standard. Blue-collar workers (hourly paid wage 
earners) are doing just about as well as the white-collars. 
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“Educating the Professors” in “Current Comment” in the 


March issue of THE CONTROLLER—page 104.) 

Educators employed will receive definite job assignments 
in special fields where the company feels additional research 
or study is needed, he said. 

Under a program designed to supplement work of some of 
Standard’s executive personnel with the special talents avail- 
able in the educational field, the company will seek the serv- 
ices of ten or more professors and instructors who can be 
released from teaching for at least a year, Mr. Abrams said. 
They will receive the same monthly salary as they earned on 
the campus, plus bonus adjustment for special expenses. 

Mr. Abrams emphasized that the educators would not 
replace any of the company’s regular employes or occupy 
positions normally filled by employment or promotion. 


Telling the Business Story 

Continuous interpretation of the operations of business 
to management's various “publics,” including employes and 
the community, is vital in the current effort to spur greater 
belief in industry's viewpoint, Dr. Claude Robinson, presi- 
dent of Opinion Research Corp., told the National Confer- 
ence of Business Public Relations Executives recently. 

Dr. Robinson said the “first operating conception that 
leads to believability’” was that of “talking to people and 
continuing to talk to them.” There are many phases of busi- 
ness operation not yet understood because management has 
made no effort to explain them, he declared. 

Talking “with people,” as well as “to people” is another 
requirement, Dr. Robinson asserted, stating that getting 
views of others, or establishing two-way communication, 
probably gains more confidence for management than the 
simpler method of addressing a message to workers and the 
public. 

Face-to-face discussion, and the setting up of goals that 
lead people to believe in the motives of business, are other 
successfully employed public relations techniques, he de- 
clared, adding that a final requirement involved working on 
projects that enhance a company’s reputation for dealing 
fairly with people. 


Take a Deep Breath, Men 

We are all in danger of succumbing, according to Dr. 
Luther H. Gulick, to a carboniferous or neolithographic age. 
Dr. Gulick, chairman of a committee making a survey of 
New York City’s municipal offices, said recently that, “Any- 
one who ever worked in an office knows about the system of 
preparing nine copies of a simple memo and then filing all 
nine. 

Applying his theories to one municipal agency, the De- 
partment of Purchase, Dr. Gulick tossed out more than 73% 
of the records. That came to more than five tons of paper. 

—PAUL HAASE 
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Workmen's Compensation—Controlled 
W. B. Harrell 


er: Compensation Insurance 
is a requirement and a necessity of 
our corporations, both from the stand- 
point of state law and for the eee 
of the corporation against liabilities re- 
sulting from injury to employes while 
working in and about the plant. There 
is also general public liability insurance 
which may be, and usually is, carried 
in conjunction with workmen’s compen- 
sation insurance. 

Many corporations endeavor to carry 
their own workmen's compensation in- 
surance by depositing with their state 
a bond of sufficient amount to meet the 
state requirement but most corporations 
carry their insurance with some reputa- 
ble company, either stock or mutual, of 
their own choice. The manual rates of 
insurance are not a competitive feature 
as they are set by a state insurance com- 
mission or some such regulating organ- 
ization. Mutual companies usually pay 
dividends. However, the individual cor- 
poration’s rates are either higher or lower 
depending upon the loss experience of the 
particular organization. 

At the beginning of the year, whether 
it be the policy year or the calendar or 
fiscal year of the corporation, the in- 
surance company will issue a workmen's 
compensation insurance policy, using 
the pay roll as set forth on the past year’s 
policy, and setting pay roll amounts 
under each code at manual or experience 
rates. The premium on this policy is 
paid and the corporation is insured for 
the year on injuries to employes on duty. 
It might be stated here that your policy 


could conform to the corporation year, 
be it calendar or fiscal, as the basis of 
premium in the year of operation. 

Little, or nothing, is usually done 
about this insurance until the end of the 
policy year unless the rates are changed 
and, if so, the insurance company ad- 
vises the policyholder that adjustment 
will be made, conforming to the new 
rates at the time of the final audit. If, 
however, the rate change takes place in 
midyear it will be necessary to segregate 
pay rolls both before and after the rate 
change. 

When the current policy expires, the 
insurance company auditor visits the 
corporation to check pay rolls in order 
to verify or adjust amounts stated in 
each cade of the policy at the beginning 
of the year. The result of this audit will 
be either an additional charge or credit 
to the premium paid, depending upon 
the variance between the actual pay roll 
and the estimated pay roll made at the 
beginning of the year. 


CONTROLLING THE CHANGE FACTOR 


This variance is the factor that should 
be controlled and accounted for in the 
statements. Since the insurance classifica- 
tion procedures are so complex and intri- 
cate, it is most helpful if the insurance 
company auditor is called in for a discus- 
sion with the controller. Usually, with a 
detailed analysis of that portion of the 
chart of accounts relative to pay roll, the 
controller and the insurance company au- 
ditor can definitely assign each departmen- 
tal account to the correct insurance classifi- 


W. B. HARRELL, auditor, Louisville Tin and Stove Com- 
pany, Louisville, Kentucky, has a varied background ex- 
tending over a quarter-century in connection with activities 
as an assistant supervisor of an insurance firm, chief ac- 
countant for a furniture manufacturer, as well as posi- 
tions with a foundry company and a grocery and baking 
chain. Prior to joining his present firm in 1936, Mr. Har- 
rell had served with the public accounting firm of Humph- 
rey Robinson and Company, Louisville. He is a past presi- 


dent of the Louisville Control 
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cation. It can easily be seen that only by 
doing this can an accurate control be main- 
tained. 

Cost systems provide a breakdown by 
departments which can be used in ac- 
cumulating pay roll totals by cudes, as 
specified in workmen's compensation in- 
surance. These costs naturally balance 
with the total pay roll for the year and 
tie in with the Social Security control 
or a general control account. These are 
the cost figures about which we will talk 
with regard to control of workmen's 
compensation insurance. 

Since departmental pay roll costs are 
already accumulated for corporation 
cost reports, they may also tran- 
scribed to another analysis sheet show- 
ing the code numbers, or departments, 
as stated on the insurance policy. By 
this means one accumulates, by code 
number, the pay roll for the year and is 
able to get the cost by months, of com- 
pensation insurance. At the end of the 
year one has the total pay roll by code 
and has allocated the cost of insurance 
each month to the direct cost of any de- 
partment. 


PAY ROLL EXCEPTIONS 


At this point, care should be taken 
to eliminate the excess pay roll of em- 
ployes earning over one hundred dollars 
($100.00) per week as this is the maxi- 
mum amount on which premium is 
charged. This feature normally happens 
on the executive pay roll but in this day 
of high wages it may also apply to all 
pay rolls. In addition to this Teductible 
feature, there are several others such as 
penalty overtime (when segregated), 
severance pay, verifiable traveling ex- 
pense, etc. 

An analysis of pay rolls by codes 
would provide a total insurance pre- 
mium actually accrued during the year 
and would also show as an additional 
premium due or an overassessment of 
the original payment at the beginning 
of the year. The insurance company au- 
ditor would be able to check this analy- 
sis against one of your control accounts 
for accuracy and be on his way in a very 
short time. Many corporations await the 
insurance company auditor's report to 
know whether they owe more premium 
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or have a refund from the original pay- 
ment. 

This work usually takes from several 
days to several weeks, depending on the 
size of the audit and the diversification 
of manufacture or size of operations. 


THE UNKNOWN FACTOR IN CODES 


The biggest unknown quantity in all 
workmen’s compensation insurance pol- 
icies is the yearly pay roll by codes. It is 
true that we have records to substantiate 
the fact that in past years the pay roll 
has been so much for this code and so 
much for that code but many things can 
happen to cause changes during any 
given year. This was experienced during 
the a of the early Thirties and 


again during World War II. Then, even | 
during World War II, many of us had | 


new codes not before incorporated in 


our policies and had no way of determin- | 
ing how much pay roll and premium | 


would be developed under the new in- 
surance classification until the insurance 


company auditor had made his annual | 


audit. 


on such unknown yearly pay roll figures, 
the original policy could be set up on 75 
or 80% of the last year’s total pay roll. 
After nine months’ operation, the pay 
roll for the balance of the year could be 
more accurately estimated. An analysis 
could be made in order to ascertain the 


Since the original premium is paid | 


additional premiums as better knowl- | 
edge of pay rolls for the next three | 
months would be available. It is possible | 


that some codes would be understated 
while others would be overstated, in 


| 


which event, analysis made at this time 


and an estimated three months’ pay roll 
could be submitted for additional billing 
of premiums or, if the case may be, a 
credit to some particular code. In this 
way the premium would be more accu- 
rate, or at least closer, for each year. 
The saving in dollars on this method 
will naturally not be in insurance pre- 
mium but in interest on investment. 
Certainly interest on one fourth (or 


thereabouts) of the premium for nine | 
months is worth something to any cor- | 


poration. The amount of saving is more 
or less dependent on the size of the pre- 
mium paid but in these days of high 
taxes and interest—well, write your own 
ticket. 


Some will say that a great deal of | 
work is attached to a corporation keep- | 


ing such records but as has been outlined 


before, the figures are readily available | 
from reports and analyses prepared for | 
other purposes. Transcribing such fig- | 
ures for compensation insurance pur- | 


poses will take only a very few minutes 
each month. (One known case involves 
about one hour every three months.) 
The cost of maintaining this controlled 
record of accrued insurance cost would 
be negligible. 
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N.E. Accounting Conference 
Studies Teaching Problems 


At a recent conference held at the 
Massachusetts Institute of Technology, 65 
teachers of accounting in the New Eng- 
land area gathered to consider, among 
other questions, such subjects as ‘How do 
we teach accounting?’ and “What are the 
objectives of teaching accounting?” as 
well as ““What are the problems of teach- 
ing accounting ?” 

Thirty colleges, universities, junior col- 
leges, and business schools were repre- 
sented in the assembly, which was directed 
by Professor John A. Beckett of M.I.T. 

The sessions opened with a report by 
Professor Paul Devlin of Boston College 
based on a survey of accounting teaching 
throughout New England. The survey re- 
ported responses from 38 schools on the 
subjects of texts used, teaching methods 
employed, laboratory sessions, examina- 
tion methods, uses of teaching devices, 
uses of the American Institute examina- 
tions, and objectives of the several courses 
given. 

Professor Henry A. Kriebel of the Bab- 
son Institute of Business Administration 
and Professor Clarence B. Nickerson of 
the Harvard Business School then dis- 
cussed the relative merits of the uses of 
textbooks and case material in accounting 
instruction, each exploring the implica- 
tions of their use, their limitations, their 
misuses, and their best uses. It was gen- 
erally agreed that the combination of a 
good instructor and a good text are as 
desirable for some purposes as is the com- 
bination of a good case and a good in- 
structor for other purposes. The advan- 
tage of case material in training men in 
the analysis of problems or describing ac- 





tual business situations was pointed up by 
Professor Nickerson. 

Professor S. Paul Garner, president of 
the American Accounting Association, 
spoke on “The Accounting Teachers’ 
Search for Progress,” indicating the pro- 
gressive activities of the committees of the 
American Accounting Association. 

The various audiences to which account- 
ing is taught were identified and the im- 
plications of their differences explored by 
Professor Arthur Glynn of Boston Col- 
lege, Professor Robert Sherburne of Bos- 
ton University, and Professor J. Warren 
Bishop of Colby College. The teaching of 
accounting to accounting majors, to busi- 
ness but not accounting majors, and to 
nonbusiness majors, was explored by this 
panel. 

A spirited discussion was evoked by the 
question of whether to emphasize tech- 
niques or theory in initial courses in ac- 
counting for any audience. There seemed 
to be a general indication of desire for 
more theory, more principles, and more 
fundamentals with less technique during 
the initial exposure of the student to the 
subject of accounting. It was pointed out 
that facility in the performance of tech- 
niques in a first course in accounting 
might very well pique the interest of a 
“figure mechanic’ and encourage him to 
believe that “accounting” consists prima- 
rily of mechanics, while discouraging the 
high caliber student who is more inter- 
ested in principles and philosophy and 
does not find it in an initial course which 
stresses mechanics and bookkeeping. 

An exhibition of some visual aids avail- 
able to the teacher for use in connection 
with accounting classes was shown by Pro- 


fessor Robert W. Weafer of Northeastern 
University. 

Professor Caleb Smith of Brown Uni- 
versity presented a paper on the integra- 
tion of economics with accounting, dem- 
onstrating how the teaching of accounting 
can be used as a ype ae for the teach- 
ing and testing of economic concepts. Pro- 
fessor James Fawcett of Boston University 
and Professor Louis O. Foster of the 
Amos Tuck School of Business Adminis- 
tration, Dartmouth College, presented 
points of view on “The Problems of 
Teaching Accounting” while Professor 
Harry D. Kerrigdii of the University of 
Connecticut presented a a analyzing 
the state of the art of teaching in the field 
of accounting at the present time and call- 
ing for renewed vigor in the teaching of 
higher accounting theory and the pursuit 
of knowledge in the realm of accounting 
philosophy. 

“How Can We Improve Our Examina- 
tions ?”” was made the subject of a Boe 
by Professor Rae D. Anderson of the 
Bentley School of Accounting and Fi- 
nance. Professor Anderson's critical anal- 
ysis demonstrated the strength and weak- 
ncsses of various types of examinations for 
certain different purposes and analyzed the 
place of and justification for examinations 
in the teaching of accounting. 

It is expected that a number of the 
papers presented at the Conference of 
New England Accounting Instructors will 
be published in future editions of account- 
ing periodicals. 


THOSE IN THE PICTURE (left to right) ARE: 


Seated: HENRY A. KRIEBEL, professor of 
accounting, Babson Institute of Business 
Administration; S. PAUL GARNER, pro- 
fessor of accounting, University of Ala- 
bama and president of American Ac- 
counting Association. Standing: JAMES H. 
ETESON, controller, State Mutual Life As- 
surance Society and chairman of Commit- 
tee on Education, Controllers Institute of 
America; RussELL H. HASSLER, professor 
of accounting, Harvard University School 
of Business Administration and vice 
president of American Accounting Associ- 
ation; JOHN A. BECKETT, assistant pro- 
fessor of accounting, Massachusetts Insti- 
tute of Technology and chairman of the 
Conference; PAUL DEVLIN, assistant pro- 
fessor of accounting, Boston College; and 
FREDERICK E. Horn, associate professor 
of accounting, Columbia University and 
vice president of American Accounting 
Association. 
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The Underwood Sundstrand 
Model “‘E”’ Accounting Machine 


This machine has a 


MECHANICAL BRAI 


...no wonder it turns out so much work 





in so little time! 





Here’s a mechanical marvel in saving time, 

money, effort. 

An office “genius” that can help solve the “girl-power” 
shortage. 

It’s the all-new .. . all-purpose ... *low-cost 
Underwood Sundstrand Model “E” Accounting 
Machine! 

The Model “E” is amazingly flexible. With it, you 
can post a variety of records. . . and do all kinds of 
miscellaneous adding-figuring work. 

A Mechanical Brain — the control plate that directs 
automatic operations—enables the Underwood 
Sundstrand to speed the work, minimize errors. 


And don’t forget the accurate, fast, touch-operated 
Sundstrand 10-key keyboard. So easy to operate! 


In short, the Underwood Sundstrand Model “E” 

is a marvel! 

But seeing’s believing! Get in touch with your 
Underwood Representative for a demonstration today. 


*Price starts at $1483 plus taxes, 
Subject to change without notice. 


-——Underwood Corporation—— 


Accounting Machines .. . Adding Machines .. . 
Typewriters ... Carbon Paper . . . Ribbons 


One Park Avenue, New York 16, N. Y. 
Underwood Limited, Toronto 1, Canada 
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No Tax Subsidy, Olds Says, 
in Five-Year Plant Write-Offs 


Irving S. Olds, chairman of U.S. Steel 
Corp., recently stated that there seems to 
be a studied attempt in Washington to use 
misunderstanding of a section of the Rev- 
enue Act of 1950 “to force public accept- 
ance of a program of government construc- 
tion and ownership of defense plants.” 

Speaking at the annual meeting of the 
Chamber of Commerce of the State of 
New York, he declared that the widely 
misunderstood section of the act is the 
“rapid amortization” provision. 

Even among the members of Congress 
who enacted the measure, he said, there is 











an erroneous belief that it grants a tax 
subsidy to business. 

“Certain Washington observers have 
implied that there is some undefined and 
hidden scandal about the operation of this 
statute, and in some quarters there seems 
to be a studied attempt to use this sugges- 
tion of scandal as a lever with which to 
force public acceptance of a program of 
government construction and ownership 
of defense plants.” 

“If this law is, in reality, the evil meas- 
ure that its critics believe it to be, then it 
should be repealed without question,” he 
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declared, adding “but if its critics are 
wrong, as the facts clearly prove them to 
be, then certainly, the businessman who 
avails himself of this law in the service of 
his country has a right to expect that he 
will not thus become an object of scorn 
and the victim of suspicion!” 

Mr. Olds said the misunderstanding is 
not surprising ‘for it is . . . almost im- 
possible to discuss this complicated tax 
issue without getting lost in a maze of 
technical accounting terms such as amor- 
tization, depreciation and write-offs.” 

Most of the confusion, he continued, 
stems from the fact that the word “profit” 
means “‘one very distinct thing to the av- 
erage citizen and an entirely different thing 
to an accountant or tax collector. 

“To the citizen,” he said, “a profit means 
exactly what the dictionary says it does 
. . . the tax collector, however, deals often 
in profits which are wholly fictitious and 
which exist only on paper . . .” 

Mr. Olds pointed out that many a 
believe the new law permits a manufac- 
turer to write off his investment over a 
certain number of years, although, ‘‘as a 
matter of actual fact, the law sternly com- 
pels him to wait that number of years be- 
fore he can recover fully—out of his own 
business income—the money which he, 
himself, has spent for the plants and facili- 
ties in question.” 


Newspaper Controllers To Issue 
Uniform Chart of Accounts 


A uniform chart of accounts, suitable for 
use by daily newspapers of every size, is 
being prepared by the Institute of News- 
paper Controllers and Finance, Officers. 
The Board of Directors of that organiza- 
tion, at a recent meeting in Roanoke, Va., 
authorized its Technical Advisory Board 
to proceed with the project. The Board, 
headed by Robert P. Hunter of the Bir- 
mingham ( Ala.) News, will have the tech- 
nical assistance of Haskins & Sells. 

At the same meeting, the committee was 
also authorized to undertake a survey of 
cost studies with a view toward establish- 
ing a basis for obtaining comparable costs 
of production and operation in the news- 
paper field. 

A third project will be a study of adver- 
tising insertion orders and remittance ad- 
vices, aimed at their standardization, to be 
performed by the INCFO Standard Na- 
tional Advertising Invoice Committee. 
The chairman of the committee is Charles 
J. O'Mara, Jr., of the Chicago Sun Times. 


Armstrong Cork Takes on Grads 
Nine recent college graduates have been 
accepted for employment in the Control- 
ler's Department of the Armstrong Cork 
Company. They recently were inducted 
into the Company along with 79 other 
new employes by means of an Introduc- 
tory Week Program to acquaint them with 
the history and policies of the business. 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 


67 Branches in Greater New York 


54 Branches Overseas 





Statement of Condition as of June 30, 1951 








ASSETS 
Cash, Gold and Due from Banks. . $1,490,164,077 
United States Government Obligations. . 1,508,670,959 
Obligations of Other Federal Agencies........ 37,700,556 
State and Municipal Securities............. 495,273,218 
Other Securities. . PRS SEE 116,879,899 
Loans and Discounts. . winter a parainw 1,823,836,643 
Real Estate Loans and Securities. eds d wnunves 15,621,467 
Customers’ Liability for Acceptances. . 43,517,990 
Stock in Federal Reserve Bank. , 9,000,000 
Ownership of International 1 Banking Corpora- 
tion. a 4 7,000,000 
Bank Premises. . Shr ea ee, ear aah 28,417,564 
Other Assets. . BE GS Se eas a teh ie aie Bea 3,795,404 
FON 8 oc x5 win.inn ci eb We ea See eee 
LIABILITIES 
Deposits. . $5,078,996,110 
Liability on Acceptances and Bills. $75, 311, 022 
Less: Own Acceptances in Port- 
folio. . ae .... 28,122,805 47,188,217 
Due to Foreign Central Beaks. Ca ears Pe 8,774,800 
(In Foreign Currencies) 
Items in Transit with Branches.............. 33,886,792 
Reserves for: 
Unearned Discount and Other Unearned 
Income. , 11,730,373 
Interest, Taxes, ‘Other Accrued d Expenses, etc. 35,529,201 
Dividend. . sdk digas 3,312,000 
Capital. . : : 1 $144, 000, 000 
, 200, 000 Shares—$20 Par) 
Surplus Leveccsecece e 150,000,000 
Undivided Profits. . ‘Rie rr ee 360,460,284 





SONG e ye beces $5,579,877,777 








Figures of Overseas Branches are as of June 25, 1951. 
$463,831,001 of United States Government Obligations and $9,010,700 of 
other assets are deposited to secure $384,754,715 of Public and Trust Deposits 

and for other purposes required or permitted by law. 

(Member Federal Deposit Insurance Corporation) 
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Affiliate of The National City Bank of New York for separate 
administration of trust functions 


CITY BANK FARMERS TRUST COMPANY 
Head Office: 22 William Street, New York 
Capital Funds $30,791,521 





DIRECTORS 


WM. GAGE BRADY, JR. 
Chairman of the Board 
W. RANDOLPH BURGESS 
Chairman of the Executive 
Committee 
HOWARD C. SHEPERD 
President 





SOSTHENES BEHN 
Chairman, International 
Telephone and Telegraph 
Corporation 

CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


EDWARD A. DEEDS 
Chairman of the Board, The 
Nationa! Cash Register 
Company 

CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 

L. M. GIANNINI 
President, Bank of America 
National Trust and Savings 
Association 

JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


WILLIAM H. HOOVER 
President, Anaconda Copper 
Mining Company 

AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 

ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 

FREDERICK B. RENTSCHLER 
Chairman, United Aircraft 
Corporation 

GERARD SWOPE 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 


BOYKIN C. WRIGHT 
Shearman & Sterling & Wright 
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What Happens During Business Cycles? 


A report on a new study issued by 


the National Bureau of Economic Research 


” THE CouRSE of the business cycle, the 
check to the dominant movement of 
business activity, whether it be expansion 
or contraction, is typically felt especially 
early in financial processes and activities 
preparatory to investment expenditure. 

This is one of the broad conclusions 
reached by Dr. Wesley Clair Mitchell, late 
director of research of the National Bu- 
reau of Economic Research, in his post- 
humously published work, ‘“What Hap- 
pens during Business Cycles: A Progress 
Report,” issued recently by the Bureau. 

Dr. Mitchell's examination of the cycli- 
cal process of the American economy, un- 
dertaken as a ‘progress report’ on the Na- 
tional Bureau's investigations into the 
origins and development of business 
cycles, was prepared for publication by his 
successor as director of research of the Na- 
tional Bureau, Dr. Arthur F. Burns. 

In an extensive introduction to the 
work, Dr. Burns sums up some of the 
broad results of the three parts of Dr. 
Mitchell's inquiry that were completed be- 
fore his death. These follow. 


BUSINESS CYCLES COMPLEX 

Business cycles are far more complex 
phenomena than has been commonly sup- 
posed. Some activities, like local transit or 
net gold movements between the United 
States and Great Britain, are apparently 
free from cyclical fluctuations. Others, no- 
tably farming, undergo cyclical move- 
ments, but they have little or no relation in 
time to business cycles. 

The processes that fail to bear the im- 
print A pease cycles are nevertheless a 
minority. Almost nine-tenths of the nearly 
800 measures of different aspects of eco- 
nomic activity that constituted Dr. Mitch- 
ell’s basic sample of statistical time series 
fluctuate in sympathy with the tides in ag- 
gregate activity. 

But the movements of this overwhelm- 
ing majority of economic processes are far 
from uniform, it is pointed out. Between 
the cyclical recalcitrants like farming and 
the cyclical regulars like factory employ- 
ment, there is a continuous gradation. 

Coal and iron production conform more 
closely to the tides in activity as a whole 
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than do the production of textiles or gaso- 
line. The prices of industrial commodities 
do not conform as well as their production, 
while the opposite is true of farming. 

Employment conforms better than wage 
rates, bank loans than investments, open- 
market interest rates than customer rates, 
stock prices than bond prices. Some con- 
forming processes, like orders for invest- 
ment goods, move early in the cyclical pro- 
cession; others, like interest rates, are lag- 
gards. 

Most processes respond to the tides in 
aggregate activity by rising during expan- 
sions and declining during contractions, 
though they may do so with a lead or a lag. 


COUNTERCYCLICAL MOVEMENTS 

Business cycles also generate counter- 
cyclical movements. For example, brisk 
business increases the domestic demand 
for textile goods and so diminishes the ex- 
port of raw cotton. It increases the sale of 
fresh milk and so restricts the production 
of butter. The processes that run counter 
to business cycles, however, do so, by and 
large, with less regularity than those that 
run with them. 

The variations in the response of eco- 
nomic processes to cyclical influence in 
time are large. But the differences in the 
swings of the fluctuations are larger still. 
The total rise and fall of high grade bond 
yields, typically, is only about 10 per cent 
of their average value. The fluctuation of 
the over-all index of wholesale prices, 
even in peace time, is nearly twice as large; 
of factory employment, four or five times 
as large; of machine tool orders, more 
than twenty times as large. 

The proportions among economic quan- 
tities keep changing systemically over a 
business cycle. The very essence of the 
cycle is the wide differences among the 
rates at which various elements in the 
economy expand and contract, as well as 
some of the differences in the times at 
which those elements do so. 

Every month some activitics reach cycli- 
cal peaks and others decline to their 
troughs. Expansions and contractions run 
side by side all the time. The peaks (and 
likewise troughs) tend to come in bunches. 
When troughs gain on the peaks, expan- 
sions grow more numerous and in time 
dominate the economy. 

Their supremacy is short-lived, how- 
ever. Gradually expansion gives way to the 
encroachments of contraction. The busi- 
ness cycle of experience is the alternating 
succession of aus sustained majorities, 
first of individual expansions, next of con- 
tractions, then of expansions, and so on. 

Accordingly as the expansions or con- 
tractions of individual activities dominate, 
the activity of the economy as a whole 
surges forward or recedes. When economic 
crosscurrents are at or near their maxi- 
mum, the direction of activity as a whole 
is reversed. It begins to rise if it had been 
falling, or to fall if it had been rising. 
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CYCLES ANALYZED BY STAGES 


ness cycles can be sketched generally, for 
the data show that deviations of individual 
cycles from type are not so numerous as to 
make generalization valueless. 

Production characteristically rises in the 
first segment of expansion. So does em- 
ployment and money income. So do com- 


curity transactions. Among the few series 


that decline are bond yields and bankrupt- | 


cies. 


In the second stage the broad advance | 


continues, though it is checked at one 
point, the bond market; there trading be- 


gins to decline. Bond prices join bond sales | 


in the next stage; in other words, long- 


term interest rates, which fell during the | 


first half of expansion, begin to rise. 
In the final stage of expansion, declines 


become fairly general in the financial sec- | 


tor. Share trading and stock prices move 
downward. The liabilities involved in 
business failures, which hitherto had been 
receding, move up again. Security issues 
and construction contracts drop. The turn- 
over of bank deposits slackens. Bank 


debits in New York City, though not as | 


yet elsewhere, become smaller. 


These adverse developments soon en- | 
gulf the economic system as a whole. The | 
next stage of the business cycle is the first | 


stage of contraction. Production, employ- 
ment, commodity prices, personal in- 
comes, business profits—indeed, practi- 
cally every process measured declines. 

In the next stage the downward drift of 
bond prices ceases ; that is, the rise in long- 


term interest rates is arrested. By the | 


middle of contraction, bond sales join the 
upward movement of bond prices. More 
important still, the liabilities involved in 
business failures begin declining, signify- 
ing that the liquidation of distressed busi- 
ness firms has passed its worst phase. 

These favorable developments are rein- 
forced in the following stage. Share trad- 
ing and prices revive. Business incorpora- 
tions, security issues, and construction con- 
tracts move upward. Money begins to turn 
over more rapidly. Even total money pay- 
ments expand. 

Before long the expansion spreads to 
production, employment, prices, money in- 
comes, and domestic trade. Already the 
initial stage of general expansion, the 
point at which the sketch began, has been 
reached. 

Dr. Mitchell’s data show that the con- 
traction phase of business cycles is not the 
precise counterpart of expansion. At 
troughs, the arrays of turning points in the 
individual measures of activity are more 
dispersed and deviate more toward the 
leaders and away from average behavior 
than they do at the peaks. Expansions of 
activity as a whole average longer than 


contractions and have been much more | 


vigorous. 
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Dependable working papers help keep production humming. 


FOUR SYSTEMS of records . . . handwritten on Standard 
Registers in the plant of a Texas aircraft corporation . . . 
operate to insure that all parts and materials fabricated or 
purchased for scheduled assembly—are ready when needed. 
These basic tools of management are helping put added fight- 
ing power in the Korean air—see PS. 23.* 


Paperwork Simplification is being directed today to helping 
our customers get the most out of present systems. Representa- 
tives, analysts, form designers, servicemen are re-examining 
Standard Register systems . . . in the light of new conditions 
-.. against these prime objectives: 


A. Develop the best procedure—to provide needed facts on 
time to all concerned, with minimum clerical work, 


B. Simplify the writing method—to get more out of present 
business machines, save manpower . . . by means of aux- 
iliary devices, form handling equipment, etc. 


€. Design the most efficient form. A Material Requisition, for 
instance (above case) doubles as a Purchase Requisition 

for parts not in stock. 
* “PS.” ideas and information are available to all. Write for 


copies of Paperwork Simplification (PS.) free. The Standard 
Register Company, 4408 Campbell St., Dayton 1, Ohio. 
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IDEAS TO KEEP PRODUCTION FLOWING 


Characteristic movements during busi- | 


Paperwork Simplification 


modity prices, imports, domestic trade, se- | 





AUTOMATIC LINE 
FINDER 
Advances form into 
new writing position 

in one motion 





DUAL FEED 
Registers 2 different 
for 1 continu- 
ous typing operation 





BURSTER-IMPRINTERS. 
Sign, date, number, 
trim, tear off, stack 
Kant-Slip forms 
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PUBLIC UTILITY ACCOUNTING* 
By Dr. J. Rhoads Foster and Dr. Bernard S. Rodey, Jr. 


Reviewed by HAROLD H. SCAFF 
Vice President 

Ebasco Services, Incorporated 
New York 


Dr. Foster and Dr. Rodey deserve 
congratulations for the great contribu- 
tion that they have made to the public 
utility industries with their new volume. 

To those both in and out of the public 
utility business who seek an understand- 
ing of all of the phases of utility oper- 
ations where accounting, either directly 
or indirectly, is involved, the material in 
this book is indispensable. 


Professor Herbert B. Dorau, in point- 
ing up the great need that exists for 
this book, states in the Foreword, ‘It 
seems strange indeed that a function as 
important as public utility accounting 
should not have found organized and 
comprehensive expression at an earlier 
date . . . for the student of the subject, 

. and for the practitioner, who seeks 
an organized crystallization of what was 
known and thought, no medium has to 
my knowledge existed prior to the pub- 
lication of this volume. That it fills a 
longfelt want and a substantial need is 











What are the Advantages of 
THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountancy. 
Because many company executives, bankers and accountants 
have shown an interest in this plan to avoid the “log-jam” of 
December 31 closings, we have prepared reprints of the article. 


If you would like a copy, please write 


Pandick Press, Ine 


22 THAMES STREET, NEW YORK 6, N. Y. 
Printers of ANNUAL Reports ¢ BRocHURES * PROSPECTUSES 
REGISTRATION STATEMENTS * Proxy STATEMENTS 
and all related documents 








undoubtedly obvious to all who have 
had to deal with the many difficult and 
involved problems presented in account- 
ing for public utilities.” 

While the title of the book is broad, 
it could properly have been extended 
to indicate that the economic implica- 
tions of accounting, as well as the ac- 
counting itself, are thoroughly covered. 
Wherever the need exists, the economics 
of a subject are discussed in detail to 
give a comprehensive understanding. 

The first 50 pages or more of the vol- 
ume are devoted to background material 
necessary to fully comprehend the cir- 
cumstances under which accounting 
must be carried on in the public utility 
field in order to accord with the peculiar 
conditions under which those industries 
are required to conduct their business. 
This is particularly helpful to a better 
understanding of why certain things 
have to be done in certain ways in the 
public utility industries. 

Throughout the book the effort to pro- 
vide a full understanding of these pacts 
ities continues. Chapter 7, for example, in 
dwelling at length on the determination of 
periodic income embraces a complete un- 
derstanding of that subject by discussing 
such matters as the period convention, dis- 
tinction between expenses and disburse- 
ment, expenditure and cost, cost and ex- 
pense, and monetary vs. real income, which 
is of particular significance today. Many 
other instances of detailed treatment serve 
to assure a more comprehensive view of 
public utility accounting. 

Fortunately for those who are seeking 
broader light into the field of public utility 
accounting, the volume goes far beyond 
the mere ‘‘debit and credit’’ aspects of ac- 
counting. Such subjects as indirect con- 
struction costs, original cost, depreciation, 
taxes, and others, all of which have an inti- 
mate bearing on the over-all accounting 
picture of the utility of today, are discussed 
in great detail. Methods and procedures 
are likewise most adequately treated and in 
this instance, the volume does not stop at 
those methods and procedures directly re- 
lated to ascertaining income account and 
balance sheet results, but it explores such 
fields as budgetary control, audits, depart- 
mental organization, and reports and state- 
ments, all of which are vital to public util- 
ity management of today. 

Typical of the completeness with which 
the subjects are pursued in the volume is 
the treatment given utility plant. This sub- 
ject is first referred to indirectly in several 
of the earlier chapters and is then covered 
completely in Chapter 10 through a discus- 
sion of background material to give a 
proper understanding of the significance 
of utility plant accounting in the public 
utility industry. Following this, to assure 
that utility plant accounting is examined 
from as many different angles as possible, 
work order systems are comprehensively 
studied in Chapter 11, overhead construc- 
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tion costs in Chapter 12, continuing prop- 
erty records in Chapter 13, and original 
cost in Chapter 14, Other features which 
have a bearing on utility plant accounting 
are covered in Chapters 15 and 16 on de- 
preciation and Chapter 26 on budgetary 
control, which reviews among other things 
the construction budget—a vital part of 
the systematic planning of the physical 
plant of the utility enterprise. 

As valuable as this book will be to ac- 
counting personnel, they are not the only 
ones who can benefit substantially from it. 
Every other group interested in determin- 
ing accounting techniques, as well as the 
relationship of acceunting-to-other phases 
of the business, will likewise derive con- 
siderable benefit. Experienced utility ac- 
countants will find in this volume a con- 
venient and rich source of reference ma- 
terial on occasional problems. For purposes 
of training and developing utility account- 
ing personnel, the book answers an urgent 
need for which there is a wide demand. 

The authors are eminently qualified for 
the task which they undertook of produc- 
ing the first comprehensive volume on pub- 
lic utility accounting. Dr. Foster is a na- 
tionally known consultant on public utility 
economics and a lecturer on public utilities 
in the Graduate School of Business Ad- 
ministration, New York University. Dr. 
Rodey is an outstanding leader in the pub- 
lic utility accounting field and is a certified 
public accountant, attorney and counsellor 
at law, a licensed professional engineer in 
the State of New York and a lecturer on 
public utilities in the School of Commerce, 
Accounts and Finance, New York Univer- 
sity. The broad coverage of accounting as 
well as economics is the result of the com- 
bined thinking of the public utility ac- 
countant and the public utility economist. 
Much of the outstanding value of this vol- 
ume results from this ideal combination. 


* Published by Prentice-Hall Inc. New 


York. 1951. $10.00. 


AUTOMOTIVE TRANSPORTA- 
TION IN INDUSTRY* 


By Samuel J. Lee 


One of the most costly matters in the 
entire field of business management—and 
one of the less-explored fields for cost re- 
duction—is that of fleet transportation 
methods of corporations. 

According to the author of this book, 
there is a wide diversity of methods used 
for procuring motor equipment for sales 
purposes and an almost complete lack of 
agreement as to procedures and policies to 
be followed in maintaining that equipment 
once it is acquired. 

Many companies operate equipment 
bought and paid for by the company itself. 
Other firms use cars owned by the salesmen 
for which use the salesmen are compen- 
sated under any one of a myriad of rein- 
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V EASY AS TELEPHONING! 
WV TURNS THOUGHTS INTO INSTANT ACTIONS! 











GET THE WHOLE STORY—NOW! Send for 
this new descriptive booklet. Or, to 
arrange for a demonstration, call ‘‘EDI- 
PHONE" in your city. In Can- a eo ; pis 
ada: Thomas A. Edison of Can- 


V WO DISCS, SLIPS, BELTS TO MANIPULATE! 
V “DELIVERS” DICTATION RIGHT [0 SECRETARY! 
W PERFECTED, PROVED AND PATENTED BY EDISON! 
~ AVERAGES 9¢ PER DESK PER DAY! 


An instant success! Edison's unique TELEVOICE system solves 
manpower headaches, gives one to 20 (or more!) desks the 
same instant dispatch service on written work the telephone 
now provides for oral work. Pays for itself out of profits! 
It's proving itself every day in firms like U. S. Rubber, Otis 
Elevator, Massachusetts Mutual, Esso-Standard Oil, Pan 


American World Airways, etc. 


Edison TeleVoicewriter 


The Televoice System 


EDISON TELEVOICE integrates perfectly with the Disc Edison 
Voicewriter, the world’s finest individual dictating ‘instrument. 
loday, no one can match Edison’s complete line: TELEVOICE sta- 
tions for average dictation, the Disc Edison Voicewriter where a 
single instrument is required. ae aE, 





EDISON, 66 Lakeside Ave., W. Orange, N. J. 
Okay~send me a LINE ON TELEVOICE. 


ada, Ltd., Toronto 1, Ontario. COMPANY eS eioes eoel 
Q Edivon.. 
INCORPORATED ciTY Sinaia ) SE 




















Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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Yes ... this one rotary duplicating press 
will handle a large part of your, business 
printing . . . office forms, stationery, envelopes, 

: advertising literature . . . at high speed and 

— sd remarkably low cost. Prints from metal or 

iy paper offset plates as well as from type, 

DUPLICATI NG E Linotype slugs, electros and rubber plates. And 

it will handle all your office duplicating too... 

AND form letters, sales bulletins, announcements 

. .. from low cost paper masters. 

PRI NTI NG The Davidson Dual has paid for itself over 

and over again in hundreds of business offices. 

Chances are it can do the same for you. Write 
today for details. 


Davidson Df 








GFFSET 
AND 





LETTERPRESS 





Hundreds of 
printers who 
operate Davidson 
Duals can give 
you this fast, low 
cost service, too. 


DAVIDSON CORPORATION 
A SUBSIDIARY OF MERGENTHALER LINOTYPE COMPANY 
1040-60 W. Adams Street, Chicago 7, Illinois 





vestment plans. Still other —— lease 
their vehicles from independent rental 
companies. 

One fleet operator replaces his vehicles 
on a mileage basis. Another uses the time 
factor as a measuring stick and makes re- 
placements when vehicles reach a certain 
age. One fleet operator keeps his vehicles 
in service for five years; another replaces 
automobiles every year. In one case busi- 
ness coupes are used, in another two-door 
sedans, in another a variety of cars. One 
fleet operator installs oil filters, others do 
not. And so it goes. 

“Automotive Transportation in Indus- 
try” is reputed to be the first attempt at a 
serious discussion of the intricacies of fleet 
operation. The book analyzes company 
ownership, fleet leasing, and employe 
ownership—evaluating the advantages and 
disadvantages of each. In the second por- 
tion of the volume there is a manual of in- 
struction for the establishment of a well- 
managed fleet program for companies op- 
erating company-owned equipment. There 
is much other interesting and valuable in- 
formation available for any firm that is in- 
volved with fleet operation or contemplat- 
ing such a program. 

*Published by the Fleet Management Corpo- 
ration, Chicago, Ill. 1951, $5.00. 


SALES AND BUSINESS FORE- 
CASTING IN CHEMICAL PROC- 
ESS INDUSTRIES 


By Robert S. Aries and William 
Copulsky 


For those in the field covered, this vol- 
ume will hold interest, since it contains 
specific information as to case procedures 
and sources of statistical and general prac- 
tice information. 


Published by Chemonomics, Inc., 400 Madi- 
son Avenue, New York. $5.00. 


OTHER BOOK ENTRIES 


THE TRANSPORTATION INDUSTRIES, 1889- 
1946: A study of Output, Employment 
and Productivity. By Harold Barger. Na- 
tional Bureau of Economic Research, 
New York, N. Y. $4.00. 


DETERIORATION IN THE QUALITY OF 
FOREIGN Bonps ISSUED IN THE UNITED 
STATES—1920-1930. By Ilse . Mintz. 
National Bureau of Economic Research, 
Inc., New York, N. Y. $2.00. 

RATING Laws AND PROCEDURES: THE 
BuyYER's INTEREST. American Manage- 
ment Association, New York, N. Y.75¢. 





Standard Appraisal Co. 
6 Church St. New York 
Branches all principal cities 
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Are there costly 
“leaks” in your 
Order-Billing system 


1. Do you know how many separate 
writings you require to get your orders 





shipped and billed?........sscsssseessseesseeesees Yes] No(] 
These 9 2. Have you investigated recently to see 
. if writings are being made which can be 
searching eliminated? Yes[] Nol] 
* 3. Are the orders sent in by your branch 
questions offices or salesmen rewritten in your office? Yes[_] No[_] 
ma hel 4. Are shipping addresses retyped on 
y P your bills of lading?..........:se:ssssesseeseseeee Yes[_| No] 
save 5. Are these same addresses again re- 
written on your tags and labels?.............. Yes(] No[] 
your firm i Eilts 
6. Are your invoices written separately 
hundreds of from your shipping orders?...............00000 Yes] No(] 
7. When a partial shipment is made do 
dollars! you write a new shipping order to cover 
items back-ordered? Yes(_] No(] 





8. Do you write a new set of billing cop- 
ies covering each back order shipment?.... Yes[_] No[_] 


9. Do you post each individual invoice 
to your accounts receivable ledger?.......... Yes(] No[] 














DITTO 


TRADE MARK REG. U, S, PAT. OFF, 
DITTO, Incorporated 
680 S. Oakley Bivd., Chicago 12, Il. 





10. Would you like us to send you folders 
which illustrate how yes Re ar ner all 
retyping, on original and back orders, elim- 
inate posting to accounts receivable?............ Yes) No) 
Uf answer is “Yes”, fill in and mail to: 
Ditto, Inc., 680 S$. Oakley Bivd., Chicago 12, lil. 











Name. 

Firm. Title 
Address 

City. Zone. State. 
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fn his attempt to protect himself from 
misfortune and the forces of nature, 
man has adopted many curious practices. § 











The old superstition 
that a rabbit’s foot brings 
good luck resulted from 
the belief that rabbits were 
born with their eyes open, 
and thus had the power to 


ward off misfortune. 


But you’li need more than a rabbit’s foot when an accident 
happens and you are held liable! Complete protection for you 
and members of your family residing with you for all accidents 
(other than automobile) is provided by our Comprehensive 
Personal Liability Policy. Costs are low—for instance, only 
$10 buys $10,000 protection for each occurrence . . . anywhere! 
Don’t trust to luck —call our agent in your community today. 


AMERICAN SURETY GROUP 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
SURETY FIRE INSURANCE COMPANY 


100 Broadway, New York 5, N. Y. 


FIDELITY © SURETY © CASUALTY + INLAND MARINE * ACCOUNTANTS LIABILITY 








Pilot Study in Pensions 


Public and private pension plans and 
their problems are being scrutinized in a 
pilot study conducted by the National 
Planning Association at the request of the 
Joint Congressional Committee on the 
Economic Report, reports American Eco- 
nomic Security. The study is being financed 
by a grant from the John Hay Whitney 
Foundation of New York City. 

Steering the study's course is Robert M. 
Ball, Assistant Director of the Bureau of 
Old-Age and Survivors’ Insurance of the 
Social Security Administration, and 
George F. Rohrlich, who, before becom- 
ing Mr. Ball’s assistant, was Chief of the 
Economic Analysis Branch, Social Security 
Division, Public Health and Welfare Sec- 
tion of the Supreme Commander for Al- 
lied Powers in Japan staff. 

According to H. Christian Sonne, Chair- 
man of the Board of Trustees of the Na- 
tional Planning Association, ‘The aim of 
the . . . survey is: 

1. To find out what is known at the 
present time about private and public pen- 
sions and their effects; 

2. To report on the kind of research be- 
ing undertaken, which can help guide fu- 
ture policy, and who is conducting it; and 

3. To point up the problems and ex- 
plore informed views in order to discover 
broad area of agreement, if any, on what 
should be done.” 

“Aside from their immediate effects for 
the parties concerned,” Mr. Sonne stated, 
“we should know more about their impli- 
cations for the labor market and their fiscal 
impact on an economy geared to defense, 
as well as other possible results for our 
traditional economic and social fabric.” 


1521 Firms Cited 
for “Merit” Reports 


A total of 1,521 industrial corporations 
and financial institutions are being 
honored by Financial World with ‘Merit 
Awards” for producing informative and 
attractive annual reports for 1950. This 
compares with 1,305 reports cited a year 
ago, and marks a new high in the history 
of the surveys, now in their 11th year. 

An Independent Board of Judges will 
now ‘consider the 1,521 annual reports 
which have qualified for the final judging 
in 100 industrial classifications for bronze 
“Oscar of Industry” trophies. Carman G. 
Blough, C.P.A., research director of the 
American Institute of Accountants, heads 
up the jury, which includes Elmer C. Wal- 
zer, financial editor of the United Press; 
Dr. Pierre R. Bretey, president of The Na- 
tional Federation of Financial Analysts So- 
cieties, Denny Griswold, editor of Public 
Relations News; and Guy Fry, past presi- 
dent of the National Society of Art Direc- 
tors. Best-of-Industry awards will be an- 
nounced in early October. 
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YOUR RETIREMENT PROGRAM 


SHOULD BE GEARED TO YOUR COMPANY EARNINGS 


IF your company 
EARNINGS ARE STEADY 


Your company probably can afford 
the permanent commitment of an 
adequate pension system. 


IF your company 


EARNINGS ARE ERRATIC | 


Your company probably can best 
solve the retirement problem 
through a deferred profit-sharing 
trust—or a combination of a modest 
fixed pension commitment plus a 
profit-sharing retirement plan. 








FIND OUT what plan 


BEST fits your business Write or call the 

PENSION TRUST DIVISION 

City Bank Farmers Trust Company or 
The National City Bank of New York 
There is no obligation, of course, Ask for our Pension Booklet C3 


Let us help you with complete 
analyses, including cost estimates. 











We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 














Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


ROWLAND R. HuGHes (#2684-1943), 
comptroller, National City Bank, New 
York, served as a member of the Com- 
mittee on Federal Tax Policy which re- 
cently published the study, “Financing 
Defense: Can Expenditures Be Reduced ?” 
Associated with Mr. Hughes on the Com- 
mittee on Federal Tax Policy are the Com- 
mittee’s Chairman, ROSWELL MAGILL, 
Cravath, Swaine and Moore; Frep R. 
FAIRCHILD, Knox Professor of Economics, 
Yale University; WALTER A. COOPER, 
Peat, Marwick, Mitchell & Company; 
THOMAS N. TaRLEAU, Willkie, Owen, 
Farr, Gallagher and Walton. 


F. C. SHEPPARD (#4320-1948) is now 
controller of Ben-Mont Papers, Inc., Ben- 
nington, Vt. 


Reip McCrum (#2469-1943), chief 
cost accountant of Anheuser-Busch, Inc., 
St. Louis, has been appointed treasurer to 
succeed O. L. Livesay, who has retired. 


RAEFORD BAILEY (#4833-1950), for- 
merly secretary and controller, Mother's 
Cake & Cookie Co., Oakland, Calif., is 
now associated with the Thaler Pipe & 
Supply Company, Emeryville, Calif., as 
controller. 


Howarp L. Letts (#4057-1947), con- 
troller, Radio Corp. of America, RCA Vic- 
tor Div., Camden, N. J., has been ap- 
pointed to the newly created position of 
assistant manager of the RCA Victor rec- 
ord department. 
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JOHN M. Auty (#350-1934) has been 
elected a vice president of Pittsburgh 
Screw & Bolt Corp., Pittsburgh. 


M. S. TYSSELAND (#4429-1948), resi- 
dent controller, Ford Motor Company, 
Hapeville, Georgia, has transferred to the 
Ford Motor Company, Edgewater, N. J., 
in the same capacity. 


DupLey L. DARNEAL (#4381-1948), 
formerly assistant treasurer, Armco Drain- 
age & Metal Products, Inc., Portland, Ore- 
gon, has joined J. Henry Helser & Com- 
pany, Inc., San Jose, Calif., as investment 
manager. Mr. Darneal was secretary and 
treasurer of the Portland Control of Con- 
trollers Institute, 1950-51. 


W. T. STOCKTON (#3430-1945), for- 
merly controller, Carter Fabrics Division 
of J. P. Stevens & Co., Inc., Greenboro, 
N. C., has transferred to the New York 
office of the company, where he will take 
over the duties of C. E. BAXTER (#340- 
1934), comptroller, who has accepted the 
assignment of assistant to the executive 
vice president, Greensboro Division of 
J. P. Stevens & Co., Inc. 


G. J. MALONE (#3751-1946), general 
auditor, Fairbanks, Morse & Company, 
Chicago, has been named comptroller and 
elected to the board of directors. 


GERARD L. McCoy (#2461-1943), as- 
sistant comptroller, Standard-Vacuum Oil 
Company, New York, is presently opera- 
tions manager of one of the company’s af- 
filiates, N.V. Standard- Vacuum Petroleum 
Maatschappij, Sumatra, Indonesia. 


WALTER J. ROBERTSON has been ap- 
pointed an assistant controller of Macy's 
New York. Mr. Robertson is manager of 
the company’s New York depositors’ ac- 
count and cash time departments. 


Among those addressing the recent In- 
ternational Cost Conference of the Na- 
tional Association of Cost Accountants, in 
Chicago, were the following members of 
Controllers Institute: 


JAMES E. CALDWELL (#4455-1949), as- 
sistant comptroller, Goodyear Tire and 
Rubber Company, Akron; 


Rosert S. Coons (#1790-1940), sec- 
retary-treasurer, Interstate Bakeries Cor- 
poration, Kansas City; 


CHARLES E. HEADLEE (#4052-1947), 
controller, Westinghouse Electric Corpo- 
ration, Pittsburgh; 


RALPH B. KNoTT (#1405-1939), vice 
president in charge of Finance, Fibreboard 
Products, Inc., San Francisco; 

JOHN PUGSLEY (#2274-1942), execu- 
tive vice president, Tennessee Coal, Iron & 
Railroad Company, Birmingham; and 

EarL R. UHLIG (#4072-1947), con- 
troller, Glenn L. Martin Co., Baltimore. 





Epwarp F,. Marcu (#3574-1946), 
treasurer and controller of the Columbia 
Mills, Inc., Syracuse, N. Y., was recently 
elected vice president and controller of the 
company. CHARLES A. CaTo has been ap- 
pointed treasurer. 


MERL GORDON JOHNSON (#3662- 
1946) has joined Consolidated Vultee 
Aircraft Corp., Fort Worth, Texas, as ad- 
ministrative accountant. Mr. Johnson was 
formerly associated with Sproles, Wood- 
ward & Company of the same city. 


M. J. P. Hickey (#3137-1944) trans- 
ferred from the Northern Michigan oper- 
ations of Ford Motor Company at Iron 
Mountain, Michigan, to the Aircraft En- 
gine Division of the company at Chicago. 
Mr. Hickey is supervisor of Audits. 


Murray S. GELBER (#2244-1942), 
secretary of the Garrett Corporation, Los 
Angeles, has been appointed vice presi- 
dent and manager of the Airesearch Man- 
ufacturing Company of Arizona, a divi- 
sion of Garrett. 


ARTHUR E. HAMM (#4876-1950), for- 
merly assistant treasurer, Foster Machine 
Co., Westfield, Mass., has joined Control 
Engineering Corporation, Canton, Mass., 
as assistant to the treasurer. 


JOHN M. CarTER (#4764-1949), for- 
merly secretary and treasurer, Texas Gulf 
Producing Co., Houston, Texas, is now 
manager of the Lake Charles office of 
Mattison and Riquelmy (Houston Certi- 
fied Public Accountants). 


A. R. SEass (#2762-1943) has been ap- 
pointed treasurer of Hamilton Manufac- 
turing Company, Two Rivers, Wisconsin. 
Mr. Seass continues to hold his previous 
responsibilities as comptroller. 


MALCOLM S. SUTHERLAND (#4476- 
1949) was recently appointed secretary- 
treasurer of Burlington Steel Company, 
Ltd., Hamilton, Ontario. He had previ- 
ously been controller of the company. Mr. 
Sutherland was treasurer of the Hamilton 
Control of Controllers Institute during 
the past year. 


GeorGE T. WOHLPART has been ap- 
pointed treasurer of Alexander's Bronx 
department store. Mr. Wohlpart has been 
controller. Mr. Wohlpart was connected 
with Touche, Niven & Co. for 17 years 
and recently completed a term as president 
of the Metropolitan Controllers Associa- 
tion. Filling the vacancy as controller will 
be ALEX SLOBOKIN, assistant controller. 


LAWRENCE LACHMAN, treasurer of 

Bloomingdale Brothers, was elected presi- 

‘ dent of the Metropolitan Controllers As- 
sociation at their May meeting. 


WILLIAM H. SEED (#3655-1946) is 
now executive vice president of Spencer- 
Safford Loadcraft, Inc., successor to Spen- 
cer Trailer Company, Augusta, Kansas. 
Mr. Seed was formerly associated with 
Cardwell Manufacturing Co.,  Inc., 
Wichita, Kansas, as controller. 


AusTIN R. HARMON (#3596-1946), 
treasurer, Wico Electric Co., Springfield, 
Mass., was elected a director to fill the 
vacancy caused by the resignation of E. H. 
VoorHEEs. Mr. Harmon joined the com- 
pany in 1933 and was made clerk in Janu- 
ary 1945 and treasurer in September 1945. 
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EAST GREETS WEST AT SAN FRANCISCO CONTROL 





On the occasion of its May 17 meeting the San Francisco 
Control had as its honored guests, Vincent C. Ross, president of 
Controllers Institute, and Arthur Surkamp, vice president of Re- 
gion 2 of the Institute. Pictured above is Mr. Ross addressing 
the meeting. At the head table (left and right) are Wagner 
d’‘Allessio, secretary of the Control and Wilson K. Minor, Con- 
trol president. 


President Ross and Vice President Surkamp visited San Fran- 
cisco following the close of the Pacific Coast Conference of the 
Institute held earlier in May in Portland, Oregon. Mr. Ross is 
vice president and treasurer of Prentice-Hall, Inc., New York, 
and Mr. Surkamp is vice president of United States Rubber 
Company, New York. 


In the picture below, Mr. Surkamp is extending greetings to 
the San Francisco Control. To the left is Wm. Herbert Carr, 
chairman of the board of Directors of the Institute, and to the 
right, Harry R. Lange, second vice president of the Control and 
O. T. Jones, national vice president of Region 9 of the Institute. 
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COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 
STUDIES 
CO-OPERATIVELY DEVELOPED 
ARTHUR LAZARUS COMPANY 
Management Consultants 
70 Pine Street - New York 5 











CONTROLLER 
EARNING 
$15,000 OR MORE 


Large, well-established Chicago com- 
pany engaged in production and distri- 
bution of building materials creating 
position of controller in top management 
organization. Requirements: keen admin- 
istrative sense, thorough accounting back- 
ground, ability to develop vital manage- 
ment control information and experience 
in office management. Preferred age— 
38 to 50. Salary commensurate with abil- 
ity. Reply briefly giving education, ex- 
perience and salary requirements. Replies 
kept in strict confidence. 


ADDRESS 1066, CONTROLLER 
1 East 42nd St., New York 17, N. Y. 


VIRGINIA CONTROLLERS INSTITUTE GROUP SHAPING UP LOCAL CONTROL 


Nineteen members and prospective members of Controllers Institute were present at 
a meeting in Richmond, Virginia, on June 27 to develop plans for the organization of 
a Richmond Control of the Institute. Pictured above are: 


(Left to right) H. L. BURROUGH, division controller, Reynolds Metals Company; WALTER MITCHELL, JR., 
managing director, Controllers Institute; HUMPHREY LLOYD, a national director of the Institute and vice 
president, Washington Properties, Inc., Washington, D. C.; |. D. DAWES, vice president and treasurer, 
Virginia-Carolina Chemical Corporation; W. R. LITTLE, president of the District of Columbia Control, a 
past national director of the Institute and controller of the Evening Star Newspaper Company, Washing- 
ton, D. C.; and J. R. ARTHUR, controller, Tobacco By-Products & Chemical Corporation. Another guest at 
the meeting was CHARLES L. CARR, past president of the District of Columbia Control and assistant comp- 
troller, Potomac Electric Power Company, Washington, D. C. 


Messrs. Dawes, Burrough and Arthur comprised the committee which planned the 
meeting and are continuing active until the Control is officially formed. A petition for 











First Choice 
of Executives 
in Washington 





Distinctive service and com- 
fortable living . .. mere min- 
utes from government agen- 
cies and executive offices 
... in walking distance of 
financial district, department 
stores, theatres. These are 
but a few reasons why | 
visiting executives stay at 
The Carlton—first choice in 
Washington. 


HOTEL 


Oh 


THE 


Fs 
m Heeerl Ay 
FRANK E. WEAKLY 
President 


a charter for the Control is expected to be presented shortly. 


Seema eae 


SYDNEY KNIGHT, assistant to the comp- 


troller of Daystrom, mane. pg a Eliza- 


beth, N. J., has been granted a leave of ab- 
sence to serve as a consultant in the office 
of the Secretary of Defense at Washington. 
He will be attached as a special assistant to 
the assistant comptroller for accounting 
policy to develop a financial reporting pro- 
gram. In 1948 and 1949, Mr. Knight 
served as a consultant with the Economic 
Cooperation Administration, in the or- 
ganization and methods division. Before 
joining Daystrom, Incorporated, he served 
with McKinsey & Company, New York 
management consultants. 


Haro_p C. SLANE has been appointed 
controller of Duro-Test Corp., North Ber- 
gen, N. J. 


JosEPH G. FRIEL (#1008-1937), sec- 
retary and assistant treasurer of Joseph E. 
Seagram & Sons, Inc., New York, has been 
elected treasurer. Mr. Friel has been asso- 
ciated with the company since its start in 
1934. 


WILLIAM D. SULLIVAN (#4447-1948), 
formerly controller, E. L. Schottenstein 
Department Stores, Inc., Columbus, Ohio, 
is now chief of the Internal Audit Section, 
Piasecki Helicopter Corp., Morton, Pa. 


Haro_tp G. HayYDON (#513-1935), 
vice president and controller, Potomac 
Electric Power — Washington, 
D. C., has been named vice president and 
treasurer. 


GeorGE E. Hursic has been named 
vice president and comptroller, Mercantile 
Bank & Trust Co., Kansas City, Mo. 


J. OLIN Murray (#4221-1948), con- 
troller of Triangle Publications, Inc., 
Philadelphia, was appointed acting vice 
president for corporate control of R. H. 
Macy & Co., Inc., New York, effective 
June 1, to replace THEODORE S. FALLER 
(#2069-1941), vice president for corpor- 
ate control, who is taking a partial leave 
of absence because of ill health. Mr. Faller 
will devote a portion of his time to special 
work. 

Mr. Faller, who is executive vice presi- 
dent of the Staten Island Savings Bank, 
Stapleton, S. I., was recently elected presi- 
dent and chairman of the board of trustees 
of the bank. 


GEORGE A. INGALLS (#4484-1949), 
comptroller and a director of American 
Machine & Foundry Company, Brooklyn, 
N. Y., has been elected a vice president of 
the company. 


ALFRED HENRY (#851-1936), general 
Operating manager, May Company, Los 
Angeles, has become president and treas- 
urer and a director of Weill’s, Inc., Bakers- 
field, Calif. 


C. L. Smit (#3364-1945) has been ad- 
vanced from auditor to comptroller of Pa- 
cific Greyhound Lines, San Francisco, 
Calif. 
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_ SYLVAN S. SAGER (#2258-1942) has 
joined the Ford Motor Company, Aircraft 
Engine Division, Chicago, as cost analyst. 
Mr. Sager has just completed an assign- 
ment with the Federal Reserve Bank of 
Chicago. He was formerly a partner in 
Thomas & Sager, a market research or- 
ganization. 


H. R. CAMPBELL (#3832-1947) has 
transferred from the Lockheed Aircraft 
Corp., Burbank, Calif., to the Georgia Di- 
vision of the corporation at Marietta, 
Georgia. Mr. Campbell is assistant treas- 
urer. 


Louis O. BANNARD (#4576-1949), 
who is a major in the Ordnance Corps, 
USAR, recently discussed “The Fiscal 
Functions of an Ordnance District’ at a 
meeting of the 9370th ORTSU, an aug- 
mentation unit for the San Francisco Ord- 
nance District. Mr. Bannard is assistant 
comptroller of Langendorf United Bak- 
eries, Inc., San Francisco. 


RicHarD P. McGraiL, former comp- 
troller of the American Cancer Society, 
Inc., New York, has been promoted to 
assistant to the executive vice president 
and elected a corporate officer of the So- 
ciety. 





Obituary 





Henry A. Sullivan, 63, who retired 
last year as comptroller of the Radio Cor- 
poration of America, New York, died on 
July 23, 1951. 

Mr. Sullivan worked for a time as an 
accountant in Washington, D. C., and 
later as assistant auditor of the New York 
Tribune before joining the Marconi Wire- 
less Telegraph Co. of America in 1915. 
He was chief accountant for Marconi 
Wireless when it was acquired by RCA 
in 1919 and was elected comptroller 10 
years later. 

Mr. Sullivan was a member of Control- 
lers Institute holding certificate #766-1938. 


Morris Tracy, senior assistant control- 
ler of Niagara Mohawk Power Corpora- 
tion, Syracuse, N. Y., died suddenly while 
on a motor trip through the West at Mc- 
Minnville, Oregon, on May 20. 

Mr. Tracy had been associated with 
Niagara Mohawk and its predecessor com- 
panies since 1934. Prior to that, and fol- 
lowing his graduation from Cornell Uni- 
versity in 1909, he had been variously 
connected with William T. Morris, Penn 
Yan, N. Y., the Empire Gas & Electric 
Co., Geneva, N. Y., and the Associated 
Gas & Electric Co., Ithaca, N. Y. He was a 
member of the Managing Committee of 
the American Gas Association Accounting 
Section. 
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THOUGHTS WHILE 





That fire over at the Blank 
Company will set them back 
plenty... wonder when and if 
we'll get the money they 

owe us... 


Hey! We can get cash for past 
due accounts through our 
AMERICAN CREDIT INSURANCE 


LUNCHING ALONE 





They’ve always been a good 
credit risk, still... 





Good thing our Accounts 
Receivable are guaranteed by 
AMERICAN CREDIT INSURANCE 
-.. it’s kept us out of many 








POLICY! Q 


a jam when our customers 
couldn’t pay! 





















Get the facts on sound credit policy - and AMERICAN 
CREDIT INSURANCE - by writing for this free booklet! 


American Crepit INsuRANCE pays you when your 
customers can’t... enables you to get cash for past 
due accounts . . . improves your credit standing 
with banks and suppliers. An American Credit 
Insurance policy can be tailored to insure all, a 
specific group or just one account. Ask the American 
Credit office in your city for our book “Why Safe 
Credits Need Protection,” or write AMERICAN 
Crepit INpemniry Company or New York, Dept. 
55, First National Bank Bldg., Baltimore 2, Md. 


PRESIDENT 





AMERICAN 
C Creit INDEMNITY 
Awe ricas SREOYR | Conny 

™, oF New York 
\nsuRANCE Camino 


GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 





OFFICES IN PRINCIPAL CITIES OF 
THE UNITED STATES AND CANADA 
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The viewpoints of a corporate controller, 
an attorney, and a certified public account- 
ant, on the concepts of business income, 
developed at length at the recent Southern 
Conference of Controllers are published in 
this special 52 p. pamphlet. 

The authors are C. E. Jarchow, vice pres 
ident and comptroller, International Har- 
vester Company, Chicago; Arthur H. Dean, 

of Sullivan & Cromwell, New 

; and George O. May, former senior 
partner of Price, Waterhouse & Co., New 
ork, who is currently research consultant 
for the Study Group on Business Income, 
sponsored by the Rockefeller Foundation 
and the American Institute of Accountants. 


Copies are available at 50c¢* 
CONTROLLERS INSTITUTE OF AMERICA 
One East Forty-Second Street, New York 17 
* Orders for delivery in Greater New York should 
tre 


include 2c ¢ a to cover city sales tax 




















Provides the last 
word in property 


control... 


e@ American retrospec- 
tive appraisals establish 
unit property records 
with individual costs, 
depreciation reserves 
and provisions — 

Kept up to date, they 
are the last word in 


property control. 


The AMERICAN 
APPRAISAL 
Company 


Over Fifty Years of Service 


OFFICES IN PRINCIPAL CITIES 























Uniform Basis for Inventory Valuation 


(Continued from page 351) 


Sometimes it is not practicable to com- 
pute the total inventory at both beginning 
and ending cost price levels. New items 
have entered the line, or changes have oc- 
curred in item specifications or in the time 
required to manufacture, so that beginning 
of the year item costs applied to current 
manufacturing specifications of quantities 
of materials and processing hours are not 
readily available. In such circumstances, 
the index of price increases can be devel- 
oped by using a substantial representative 
portion of the ending inventory in making 
the weighted comparison of beginning and 
ending price levels. 

Indexes developed to express the rela- 
tionship of current year cost prices to be- 
ginning inventory cost prices can be ad- 
justed to reflect the current year cost rela- 
tion to the LIFO cost base of the first year 
of its adoption. 

I had the privilege of presenting these 
various mechanics of practical application 
of the dollar value method before the Cen- 
tral States Accounting Conference held in 
Chicago in May 1941 under the joint aus- 
pices of a group of State Societies of Certi- 
fied Public Accountants, Loyola University 
and the American Institute of Accountants 
and the proceedings of this Conference 
were published at that time. 


LIFO PRINCIPLE UPHELD IN COURT 


In the early 40's, a number of companies 
with heterogeneous inventories decided to 
adopt LIFO, using this dollar value method 
even though it was not then specifically 
covered in the regulations issued by the 
Commissioner of Internal Revenue. These 
companies included a few manufacturers, 
wholesalers and retailers. It was antici- 
pated that this would meet with opposi- 
tion. However, the issue was fought out in 
the Tax Court (Hutzler Bros. v. Commis- 
stoner 8 TC 14) and finally in 1947, it was 
held that the Internal Revenue Bureau's 
interpretation of the law had been too re- 
strictive and the position of the few com- 
panies that had so boldly stood firm on 
behalf of the LIFO principle was upheld. 
In November of 1949, the Internal Reve- 
nue Bureau amended its regulations to per- 
mit practically any company, regardless of 
the nature of its business, to use the so- 
called LiFo ‘dollar value method.” 


WHY A LIFO “LAG” 


The important point is that today com- 
plexities of inventories, or changes in prod- 
uct, manufacturing schedules or methods, 
no longer present obstacles as far as the 
adoption of LIFO is concerned. Methods 
have been worked out and precedents es- 
tablished. It is a perfectly practical princi- 


ple of business. In view of this fact, why 
are not more companies adopting LIFO ? 

That brings me to the nub of my discus- 
sion. As I stated earlier, the reason has to 
do with one provision of the current In- 
ternal Revenue Code. This is the require- 
ment that once a company goes on LIFO, 
the beginning cost values assigned to the 
inventory remain a floor for inventory pric- 
ing for all future income determination. 
Let me explain that further. 

Suppose in these present days of inflated 
prices, a company which had been misled 
by the original restrictive interpretations 
associated with LIFO administration in 
1940, when prices began to move upward, 
now adopts LIFO and then in a year or two 
prices start to go down. Suppose the price 
index figured at 100 today would rise to 
120 and then drop to 70. Under .iFo this 
company, with a starting inventory of 
$100,000, would be compelled to continue 
to value that inventory at $100,000 (as- 
suming quantities had remained constant) 
even though its current cost dropped to 
$70,000. In short, the company would be 
denied the right to take this $30,000 loss 
as a tax deduction although it could have 
used this loss if it had deferred its adoption 
of LIFO until the index of 70 had been 
reached. 

It is this feature—the desire to take ad- 
vantage tax-wise of a precipitous price de- 
cline—that makes many companies hesitate 
today to go on LIFO; and it deals entirely 
with unknown future price trends. 

Are we headed sider toward an infla- 
tionary spiral of indefinite duration ? If so, 
there would be no question but that every- 
body should go on LIFO at once. But the 
mere thought of perpetual inflation—infla- 
tion to the point of disaster—is, we cer- 
tainly hope, inconceivable. 

If future trends follow past history, the 
time will come, after the present emer- 
gency is past, when the forces of competi- 
tion and the law of supply and demand will 
again reassert themselves and the price 
trend will again turn downward. There is 
furthermore, in the future, the probability 
that eventually we are due for a corrective 
recession. If this comes, how far will it go ? 
Certainly no company would want to find 
itself permanently anchored to an inven- 
tory valuation which proved to be substan- 
tially higher than current values. 

An amendment is being proposed to 
Congress to remove this obstacle which 
prevents many companies from adopting 
LIFO today, great as may be their desire to 
prevent further inflation of their profits if 
prices continue to rise. The amendment is 
simply to the effect that when end of the 
year cost prices go below those reflected in 
an individual company’s LIFO calculation, 
the company will at that time be permitted 
to adjust its LIFO cost base to the ending 
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current cost or market for that year's in- 
come determination and as a new LIFO cost 
base for future years’ income determina- 
tion. While such an amendment will en- 
courage the adoption of LiFO without 
further delay, it should not result in any 
reduction in accumulated taxable income 
compared with what would have been re- 
ported had LiFo not been adopted until 
cost prices recede below the present cost 
levels. Let us take a simple example of this. 

Suppose on January 1, 1952, Company 
A and Company B both have an inventory 
valued at $100. Company A goes on LIFO, 
Company B remains on FIFO and during 
the year the price index advances from 
100 to 150. 

Let us also assume that the quantity of 
year-end inventory remains the same in 
both cases. 

In that event, Company A which is on 
LIFO reports no inventory profit, whereas 
Company B which is on FIFO reports a $50 
inventory profit and pays taxes on it. 

Now let us assume that in 1953 the price 
index goes back down from 150 to 100, 
and quantities of inventory still remain 
the same. Company A, which is on LIFO 
still reports no change in inventory‘ value. 
But Company B which is on FIFO has a $50 
deductible loss. Thus with the price index 
back at the starting point, they both stand 
even as regards cumulative taxable income. 

But now suppose in 1954 the price in- 
dex drops to 80. At the end of 1954, Com- 
pany B which is on FIFO reports a $20 loss. 
But Company A, which is on LIFO can't 
do this but holds with its original $100 
inventory valuation. In addition, Company 
B now adopts LIFO and thus has an $80 
base for the future. 

The amendment which is being pro- 
posed would not only permit Company A 
to go down to the $80 value the same as 
Company B when the drop in price oc- 
curred, but would also permit Company A 
to establish this $80 as its new LIFO base 
for the future, thus establishing an equal 
tax position with Company B which de- 
ferred its adoption of LIFO until prices re- 
ceded. 

In short, the proposed amendment 
would remove the last obstacle to the im- 
mediate adoption of L1Fo and to the estab- 
lishment of substantial uniformity in in- 
ventory valuation. 

With LIFO everyone can speak of earn- 
ings and profits as meaning positive en- 
richment rather than imaginary, theoretical 
or transient profits, resulting from mere 
fluctuations in the value of things we own. 

It seems clear, therefore, that any hin- 
drance to the adoption of LIFO should be 
removed so that we may progress toward 
realism. Thus, in considering our business 
policies and wage and price adjustments, 
when we declare our earnings and profits 
for assessment of income and excess profits 
taxes, we may then distinguish between 
fiction and fact—all in the interest of 
sound economy. 
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The LITHOSTRIP WAY 1-2-3! Type, tear off, 
zip out carbons as a unit! 


PHOTOGRAPHED 
IN TRACER LIGHT 


The OLD WAY to produce |! set of forms: 
(1) Collate (2) interleave with carbons (3) Jog 
Sheets (4) Insert (5) Align (6) Turn roller (7) Type 
(8) Remove forms (9) Deleave carbons. 





REVEALS SAVING with AMERICAN LITHOFOLD 


LTnOS TRI? 


“Planned” Business Forms! 


3 moves instead of 9... proved by the photographer’s 
new art of exposing the paths of motion... under 
actual working conditions. 


American LITHOSTRIP Continuous Forms wipe out 
useless time and work in record-keeping . . . eliminate 
six wasteful moves! Distribution and control are 
simplified and speeded. A SINGLE typing produces 


: records for all departments. . . fast! 
Get your copy of this new 
brochure showing business 
forms TIME AND MOTION 


es AMERICAN LITHOFOLD CORP. 
500 Bittner Street + St. Louis 15, Missouri 


Without obligation, SEND ME the revealing TIME AND MOTION 
STUDY showing how we con save important time, work and money 
with-LITHOSTRIP “PLANNED” BUSINESS FORMS. : 








Every business man should read 


@ BALANCE ie the realm 
PENSION PLANNING 
@ BALANCE ¢e che realm of 
NATIONAL DEFENSE 
@ BALANCE x the realm 
SOCIAL IDEAS 
@ THE CONTRIBUTIONS 
OF CONTROLLERSHIP 

“ . 
¢ Amertcs 


( ae ~ ai 


50c each. Set of 4—$1.7 


{ des tax tf N.Y.C. deliver 


CONTROLLERS INSTITUTE 


One East 42nd Street * New York 17, N.Y 











EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 
RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number, Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y. 


Replies will be forwarded. 





SITUATIONS WANTED 





TREASURER-CONTROLLER 
Nine years, treasurer-controller, (CPA) large 
retail organization (in excess of 500 account- 
ing employes). Installation and operation of 
all accounting systems, including also the bor- 
rowing and loaning of substantial amounts. 
Also ten years public accounting, including 
federal and state tax specialization and man- 
ager, cotton thread twisting mill. Highest 
references. Wish to improve position, prefer- 


ably in industry. Will relocate. Box 1065. 


ACCOUNTANT-TAX EXECUTIVE 

20 years’ experience, in complete charge of 
Tax and Accounting Departments of large chain 
organization, operating in many states; also as 
supervising senior accountant for certified pub- 
lic accountants; wide experience taxation: fed- 
eral, excess profits and relief provisions, also 
many states covering personal property, tax 
situs, allocation formulae; pay roll taxes, merit 
rating; government contacts; membership tax 
Reply TAX EXECUTIVE, 1097 
Brooklyn 10, New York 


associations 
East 42nd St 





NOTE: Tue ConTROLLER reserves the right to ac 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





Price Stabilization Under 
the Economic Stabilization Agency 


Excerpts from an address by Walter H. Dupka, vice presi- 


dent, Jones & Laughlin Steel Co., Pittsburgh, Pa., who is 
ow on leave with the Economic Stabilization Agency, 

ington, as price consultant on iron and steel. Presented 
at the Eastern Conference of Controllers Institute in Balti- 


ore on April 20, 1951. 


HE GENERAL CEILING PRICE ORDER of 

January 26, 1951, originally covered all 
industry. Since the issuance of this Order, 
some commodities and industries have 
been lifted out of the general freeze order 
and placed under regulations tailored to 
the individual commodity or industry. To 
date, several amendments have been made 
to the original Ceiling Price Regulation, 
and nineteen separate price regulations 
have been issued—covering the coal in- 
dustry, petroleum products, certain whole- 
sale and retail food products, iron and 
steel scrap, woolen goods yarns and fab- 
rics, fats and oils, passenger automobiles, 
manufactured feeds, tungsten concentrates 
and others. Many industries are still un- 
der the general freeze order of January 26, 
but progress is being made. Many tailored 
regulations are in process of being 
drafted which will semove many more in- 
dustries and commodities from the gen- 
eral freeze. 

The American economy is exceedingly 
complex, comprising millions of separate 
enterprises producing many millions of 
different items. The steel industry, in 
which I have spent my entire working 
life, consists of several hundred establish- 
ments, and if sizes, shapes and variety of 
products are considered, hundreds of 
thousands of items are involved. To draft 
a regulation to cover this activity which 
will be practicable and relatively simple is 
a man-sized job. Industries, such as cop- 
per, aluminum, glass, refractory, build- 
ing, machinery and others present the 
same problem. However, in a relatively 
short time most of the work of drafting 
regulations to fit these various industries 
will be accomplished. Even then many 
hardship cases will develop which will re- 
quire special consideration and attention. 

One of the most difficult situations con- 
fronting the Agency is that of controlling 
the prices of imports. Old established 
firms of importers are experiencing con- 
siderable difficulty in keeping import 
prices under even the semblance of con- 
trol. Many individuals are entering the 


PRICE TREND REPORTED 
January 26, 1951 to April 14, 1951 


Spot Commodities (Dec. ‘31-100) 


Industrial Raw Materials (Aug. ‘39-100) .. 
Domestic Farm Products (Aug. ‘39-100) .. 


import business by sending representatives 
to Europe and bidding fantastic prices for 
commodities—largely semifinished stcel— 
thus driving legitimate traders out of 
business, and disposing of their pur- 
chases in the black market in this country. 

Steel is a strategic and scarce material 
and therefore the importation of this 
commodity must be encouraged, for a two- 
fold reason—to supplement the insuffh- 
cient domestic production and to prevent 
its finding its way behind the Iron Curtain. 
This matter is receiving the studied atten- 
tion of the OPS. 

Economic controls of any kind are con- 
trary to the concepts of a free enterprise 
system under which this country has de- 
veloped and prospered. Price controls are 
particularly abhorrent to the American 
people. However, I believe you will agree 
first, that the imposition of such controls 
were necessary and second, that the end 
justified the means. Even, as before stated, 
although the job is far from complete 
price inflation has been arrested. 

In fact the price trend since the issu- 
ance of the General Ceiling Price Regula- 
tion on January 26 of this year has been 
reversed. Business Week of April 14 re- 
ported figures as shown below. 

All of this is of tremendous benefit to 
all of us. It stops the decline of the pur- 
chasing power of the dollar, it eliminates 
the necessity of the demand for another 
general increase in wages which in turn 
stimulates the demand for compensating 
price increases and it keeps down the cost 
of defense material thus having a salutory 
effect on pending tax legislation. 

I believe the Office of Price Stabiliza- 
tion is doing a good job considering the 
tremendous task with which it has been 
confronted. The various product divisions 
are staffed with men experienced in the 
industry and with the products involved. 
They know the problems of industry and 
are sympathetic with their situation. They 
are doing all possible in the way of solv- 
ing their problems. 


Year 
Ago 

360.2 
219.1 
306.9 


Month 
Ago 
524.1 
372.3 
412.5 


Latest 
W eek 
520.6 
365.1 
406.2 


Preceding 
Week 
523.8 
368.5 
409.4 


THE CONTROLLER * AUGUST, 1951 





Another 1BM Ai0/... 
LECTRIC DECIMAL TABULATION! 
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$ 172,500.00 
$ 500,000.00 


$ 672,500 .00 
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$ 228,000. 





$1,300,000.00 $ 
6,000.00) 

00 $ 250,000.00 

00 - 

520,000.00 

151 00 
$01,750.00 
1,574,250.00 


$2,112,000.00 
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Here it is! IBM Electric Decimal Tabula- 
tion! Statistical typing is now as simple and 
fast as straight typing. Columns of figures 
from hundreds of millions down to cents can 
be typed more quickly and easily. 

All the typist does is read the figure, 
touch a tab key, list the amount. Thousands 





of extra motions are saved every day. The 
result is less expenditure of energy, less ex- 
penditure of money and time. 

Hundreds of these machines are now in 
use across the country. Increasing deliveries 
are being made as rapidly as quality pro- 
duction permits. 


IBM, Dept. CN 1 


590 Madison Ave., New York 22, N. Y. 


Please send me your booklet on 
Electric Decimal Tabulation. 


| 1BM | 
Clectiic Typewriters 


INTERNATIONAL BUSINESS MACHINES 





Name. 
























e* 


The CWattwonal Adding Machine 






























with time-and-effort-saving features never before combined on one machine. 








Check these outstanding features . . . The National Adding Machine 
Automatic clear signal. Gives _ — Subtractions in red. , . ry 
automatic printed proof of ‘ (=h 4 < Can never be mistaken for handles more work .. . faster... 
whether or not the machine was Mw As ) additions. Stand out promi- with greater accuracy... and 


nently even after amounts 
have been “checked off” 
on the tape. Identified in- P 
stontly, for everyone knows Only by actual demonstration on 


the meaning of red figures. your own work can you fully real- 
ize what this remarkable machine 


clear when the operator started 
to use it. 


with less effort. 


Automatic space-up of tape. 
Spaces tape to correct tear- 
off position when total is printed. 
Saves time, effort, paper. 





Large answer dials. Al- can do for you! Call your local 
A ic credit bal waysshow the accumulated National Cash Register Com- 
, total in large numerols. 3 Hs S 
oe yp — = a Permit use of machine with-  pany’s office —or the local 
matically computed, and printe / egae b 
i a dealer for National Adding 


by a single touch of the total bar. 
Prints in red, with CR symbol. Machines — and arrange for 

such a demonstration at once! 
Heavy-duty construc- 


Full, visible keyboard. All ci- 
tion. Compact for desk 


phers print automatically —sav- 





ing time, motion, and effort! Two Easy-touch key action. Depression of use. Portable enough to 
or more keys can be depressed keys is practically effortless, yet suffi- move about, yet rugged 
simultaneously. Amounts remain cient to te!l you when you have depressed erough to carry on through 
visible until added. a key. Tension is uniform 3 oz. long years of hard service. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
ADDING MACHINES + CASH REGISTERS 
ACCOUNTING MACHINES 


